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—Lead Bank Schemes 
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Development 
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Foreword 


With the breakthrough in farm technology, which demands an 
increasing application of costly inputs like high-yielding variety 
seeds, fertilisers, pesticides, farm machinery, etc., credit in agricul- 
ture has assumed much greater significance than ever before. 
It is necessary that this input should be made available to the 


agriculturists at reasonable interest and at the proper time, Ап - - 


effective and dependable system of credit for agricultural. inputs 
at a reasonable cost is an essential pre-requisite to the country's 
agricultural production programmes. Realising the necessity of 
providing this input to the agriculturists, particularly to the small 


and marginal farmers, the Centre has as a result of recommenda- ` 


tions of number of committees from time to time, established one 
apex institution National Bank for Agriculture and Rural Develop- 


ment and three ground level financing institutions, уі2.,(а) Co-op- 


rative Credit Socities, (b) Commercial Banks, and (c) Regional 


Rural Banks. These ground level credit institutions have created _ 


Farmers’ Service Societies, to deliver credit to the marginal andjsmall 
farmers as well as other weaker sections engaged in occupations 
allied to agriculture at the gross root level. The study by Dr. 


В. С. Desai, which is a revised version of his Ph. D. thesis, - 


assumes significance in this context because it aims at identifying 
and determining the best institution, among the existing ones, for 
financing agriculture and allied activities in India atthe gross-root 
level. 


The Book has been divided into three parts. The FIRST 
PART has been devoted for background study, the SECOND 
PART is the heart of the book which has dealt with the genesis 
and working of FSS at the National, State and district level and 


also an evaluation and impact study of the FSS. The THIRD . 


PART has been devoted to draw conclusions and make suggestions, 


(viii) 


He has arrived at the conclusion that among the three agencies 
that have sponsored the FSS, the Grameena Bank is the best 
agency. He has also recommended that the FSS should become 
a focul point for implementation of various developmental pro- 
grames such as IRDP, NREP, DPAP, Dryland Farm Technology 
etc. He has also recommended that old defunct cooperatives 
should be recognised and strengthened on the lines of FSS. All 
these conclusions and recommendations provide a valid basis 
for the formulation of agricultural credit policy in India in future. 


The Book should be read not only by students of cooperative 
institutions, agricultural economics and rural development but 
various functionaries operating in these areas. 


Dr. H. Basanna 
Bellary Prof. and Principal 
Veerasaiva College 

BELLARY 


Preface 


This book is a revised version of my doctoral dissertation 
submitted to the Gulbarga University, Gulbarga, Karnataka. 
The study reviews the performance of Farmers’ Service 
Societies at the National level in general and makes an in- 
depth study of the selected sample Farmers’ Service Societies in 
Bellary district and evaluates their impact on beneficiaries of 
the Bellary district (Karnataka). Since Farmers’ Service Societies 
(FSS) are multi-purpose, multi-service and multi-term credit-cum- 
service agencies, their existence in delivering the credit and ser- 
vices to the vulnerable sections of the society viz., Small Farmers, 
Marginal Farmers, Agricultural Labourers, Artisans, etc., is 
immensely great. Their role in the development of rural areas 
in general and particularly the weaker sections of the rural sector 
is of paramount. 


The first part of this book deals with significance of finance 
in ‘agricultural development and reviews the working of the 
various agricultural financial institutions in India, viz., Coope- 
rative Banks, Commercial Banks and Gramin Banks. Then a 
case for FSS as a necessary device in delivering not only credit 
but also the various services to the beneficiaries is made out. The 
genesis and working of FSS at the National Level is discussed 
in the light of the CRAFICARD Report 1981. 


The second part of this book deals with Field Survey which 
consists of the working of FSS at the district level and their 
impact on the beneficiaries. The analysis is based on the primary . 
data collected from 200 sample beneficiaries and non-beneficiaries 
and the secondary data secured from the sample FSS in the 
district. Many interesting conclusions are drawn from the investi- 
gation. 


б) 
The third part of this book contains the main findings of the 


work emerging from evaluation study as well as impact study. 
3 ` Tt is followed by a suggestions. . 


During the course of the study, I made an extensive use of the 
library facilities.at the Institute of Social and Economic Change, 
Bangalore, Gokhale Institute of Politics and Economics, Pune 
and Karnataka University, Dharwad, I am extremely grateful to 

- the concerned authorities. My thanks are due to the Indian 
Council of Social Science Research, New Delhi for providing me 
contingency grant and additional grant for my research work. 


Т was benefitted from the discussions with a number'of eminent 
persons in the field such as Prof. H.G. Hanumappa, ISEC, 
Bangalore, Dr. M. C. Kodli, Reader, Department of Studies in 
Economics, Karnataka University, Dharwad and Shri N. S. Naik, 
the then Chairman of Tungabhadra Gramin Bank, Bellary. 1 
thank them. respectively. Thanks are also due to all the Managing 
Directors of the sample FSS for their cooperation in discussing 
the problems and prospects of their societies and for providing 
the secondary data required for the study. 


І record my deep sense of gratitude to Dr. Н. Basanna, Prof. 

and Principal, Veerashaiva College, Bellary for his valuable 

"guidance and help at every stage of my research work and writing 

a Foreword for this book. Finally, I thank M/s. Chugh 
Publications, Allahabad for publishing this.book. 


К. С. DESAI 
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11 Finance as Catalyst for Agricultural Development 


1. Theoretical Discussion: Finance is a vital factor of 
production function, more so in agriculture where the prospects 
of ‘plough back’ are weak, compared to trade and industry. 
Agricultural finance plays a catalyst role in promoting agricultural 
development, The agricultural credit is no less important to far- 
mers than other inputs. With the advent of New Technology 
the significance of agricultural finance has multiplied, because 
New Technology is heavily “input based” and requires adequate 
and timely credit facility. Therefore, the need of the hour is 
quick transfer of farm Technology to all the categories of farmers 
and to all the regions of the economy through agricultural finan- 
cial institutions. 


The emphasis on credit as an instrument of agricultural 
development is based primarily on four perspectives, viz. : 
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1.1. Schumpeterian Perspective : 


This identifies innovation as the critical element in the econo- 
mic development and credit as an essential organising instrument 
which enables the innovator to bid resources away from other 
activities. 


1.2. Market Reform Perspective : 


This is based on the view similar to that of market reform, 
where the farmer obtains credit and sells his output to the middle- 
men and, thus, he is exploited in each transaction. Іп this case 
there is a need to link the credit and marketing in all transactions 
of the farmers. is 


1.3. Public Credit Institutions Perspective : 


These institutions are viewed as third perspective which are 
considered to act as partner in the supervised education and credit 
package design to induce traditional farmers to adopt modern 
inputs, 


1.4, Income Transfer Mechanism Perspective : 


Іп this perspective, credit has been regarded as income trans- 
fer mechanism to remove the inequalities in income distribution 
in the rural areas. Under this perspective intermediate credit 
institutions obtain their funds from external agencies under con- 
cessional arrangements and in turn supply to the farmers at the 
village level. 


These several perspectives have been involved in the heavy 
emphasis on the development of public credit institutions, in the 
agricultural development efforts. The weight given to each 
perspective has varied among the programmes but all four ele- 
ments are reflected to some degree in most of the programmes. 
The agricultural development experience of the last several decades 
provides some insight into the role of credit institutions in the 
agricultural development process. To quote Hayami* and 
Rutton? : $ 
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“efficient agencies extending production credit to farmers > 
can be an important accelerator, of agricultural develop- 
ment. To produce more, farmers must spend more on 
improved seeds, pesticides, fertilisers and implements. 
Such expenditures must be financed ейһег out of savings 
or by borrowings.”’! 


However, in the absence of profitable investment opportunities 
such credit can provide little leverage for development, There- 
fore, traditional farming, which lacked profitable investment 
opportunity, did not develop agriculture sufficiently. But the 
New Technology has opened up such new opportunities for the 
investments. The development of credit institutions capable of 
mobilising the savings generated by the new source of income and | 
directing these savings into the productive employment in agricul- 
ture, can certainly yield relatively high returns. 


1.2. Significance of Agricultural Finance in Indian Context : 


The first fifty years of this century was characterised by rela- 
tive stagnation in the Indian agriculture owing to traditional and 
subsistence level of farming, the role of agricultural finance was 
very insignificant. But the next thirty years marked the beginning 
of an era of modernisation in agriculture, where finance played a 
catalyst role in India, Farmers in India began to accept agricul- 
ture not just as a way of life buta fruitful field for economic 
improvement. Gradually the subsistence farming has been 
replaced by capitalist farming by way of New Technology intro- 
duced during the sixties. This New Technology gave a fillip 
to the development of agriculture and entirely changed the scene 
ofagricultural finance. The demand for credit by the farmers 
multiplied ; accordingly to meet their demands multiple financial 
institutions have cropped up. The multi-agency system of agri- 
cultural finance has come to be accepted as a policy of the 
Government. Therefore we have many number of institutions 
catering to the demand for agricultural credit at the grass root 
level. Those are : 
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A. Cooperatives 


PACs providing ST and MT loans to their individual mem- 
bers. PLDBs/SLDBs, branches dispensing Long-term credit to 
their members. 


FSS providing ST, MT and LT loans and also inputs and 
services of various kinds under one roof. 


B. Commercial Banks 


Branches of commercial Banks, providing multi-purpose and 
multi-term credit to all categories of persons engaged in agricul- 
ture and other economic activities. 


Specialised branches such as ADBs, GVKs, RSCs, etc., pro- 
viding credit to particular purposes of rural community. 


C. Regional Rural Banks 


Branches of Regional Rural Banks, providing ST and MT 
loans to restricted clientele viz, SF, МЕ, AL and other weaker 
sections in the rural areas. 


Owing to the existence of these institutions in rural area the 
share of non-institutional sectors particularly money-lenders and 
landlords has declined from 98 per cent in 1951 to 65 per cent in 
1978 The role of organised sector has been growing both hori- 
zontally and vertically contributing much to the development of 
agriculture in India. The role of agricultural finance during the 
eighties is much more than before because the benefits of New 
Technology have been pocketed by a few big and rich farmers. 
The benefits have not percolated down to the lower strata of 
people, particularly SF and МЕ. They have been byepassed from 
the benefits on the ground that they are risk aversion, conserva- 
tive, traditional bounded, etc. The loans to these small farmers 
was inadequate. These small farmers who have less than two 
acres of land had 31.5 per cent of the outstanding credit and 38.5 
per cent of the loans issued in 1977-78 by both cooperative and 
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commercial banks in the country, whereas, their number in the 
total population was 72 per cent. This is evident in the Figure-1. 


These small farmers and marginal farmers are ever-ready to 
accept the new development in agriculture. Owing to the lack of 
funds they are helplessly and hopelessly looking at New Techno- 
logy.? Therefore, the Sixth Five Year Plan of India rightly 
recognised the role of financial institutions in helping the small 
and marginal farmers. To quote : 


*an urgent pre-requisite for accelerating agricultural 
advance is the need for institutional arrangements for SF 
and MF to maximise the opportunities offered and mini- 
mise the handicaps arising from the absence of land con- 
solidation and the inability to invest in inputs and face 
risks," 4 


It was in this context, many developmental programmes such 
as SFDA, MFAL, DPAP, etc., were merged into one comprehen- 
sive programme called IRDP which is extended to all the blocks in 
the country. However, those previous programmes have met 
with limited success either measured in terms of the flow of 
credit orin terms of coverage of rural population. The impor- 
tant factor contributing to the limited success of those program- 
mes was the inability or failure on the part of concerned agencies 
to identify the rural poor, to recognise their characteristics and 
appreciate the special nature of their problems. In those projects, 
the very poor were lumped along with better off, sections which 
hampered the percolation of benefits to the most deprived sections 
ofthe rural population. The strategy of IRDP seeks to improve 
the situation during the 1980s. 


For better distribution of benefits from New Technology 
CRAFICARD Report? (1981), suggests four dimensional appro- 
aches to the development of rural economy. 


(а) “Overall development of all with a focus on specified 
target groups. This means multipurpose and multi- 


LOANS ISSUED DURING 1977-78 
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term credit to all families and specially to the target 
groups. 


(b) Credit integrated with technical service so that produc- 
tive development of credit leads to its prompt repay- 
ment out of additional income generated. 


(c) Integration of economic activities inherent in rural deve- 
lopment to ensure balanced growth by creating the 


facilities of organised marketing, processing and allied 
activities. 


(d) Integrating credit disbursing activities under the multi- 
agency approach so as to avoid duplication of effort in 
extending credit or technical expertise." 


To conclude, main objective of agricultural finance during 
1980s in India should be to ensure adequate term and production 
credit in a package flows in time and in an uninterrupted manner 
from any agency in the multi-agency system to the target groups, 
in accordance with a carefully worked out integrated development 
programme.* This aspect has not received sufficient attention in 
the past by the Government and Concerned agencies to uplift the 
poor farmers. For these poor farmers credit and other services 
are not only essential but inevitable and as such itis not neces- 
sarily objectionable nor a sign of weakness, 


13. Review of Institutional Credit for Agriculture in India 


The multi-agency system has been in practice in rural credit 


structure since the nationalisation of commercial banks in India. 
Though, Co-operative credit societies emerged first in 1904, they 
could not be developed uniformally in all parts of the country. 
Pari-Passu, the credit needs of the agricultural sector increased 
rapidly, due to biological and technical developments in crop and 
animal-husbandry in sixties. Commercial banks are therefore 
inducted into the field of agricultural credit under the policy of 
social control in 1967 and Subsequent nationalisation of 14 major 
commercial banks іп 1969. A later innovation is the organisa- 
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tion of Regional Rural Banks (RRBs) in 1975 in selected areas 
with their focus exclusively on small farmers, marginal farmers, 
agricultural labourers and rural artisans. 


The existing institutional set-up for rural finance is given in 
Fig. 2. 


The overall progress in dispensing agricultural credit by vari- 
ous institutions in quantitative terms seems to be satisfactory, 
because loan outstanding increased from Rs. 1075 crores in June 
1969 to 6325 crores in June 1980. The co-operatives accounts 
for 59.4 per cent, commercial banks for 38.8 per cent and regional 
rural banks for 1.8 per cent in June 1980 in production credit. 
Investment credit which amounts to Rs. 499 crores or 46 per cent 
of the total outstandings in 1969 increased to 56 per cent of 
Rs. 3563 crores in 1980. Тһе share of cooperatives in dispensing 
all types of credit are 59 per cent, that of commercial banks 39 
per cent and regional rural banks 2 per cent. 


Regarding loans issued to agriculturists by the co-operatives 
increased from Rs. 1039 crores іп 1974--75 to Rs. 1744 crores in 
1979-80. The annual average increase is Rs. 141 crores or 10.80 
рег cent. In the case of commercial banks, total loans issued 
increased over the same period from Rs. 274 crores to 1045 
crores, yielding an annual average of Rs. 154 crores or 31.3 per 
cent. While the commercial banks dominated term credit to 
agriculture with 50 per cent in 1980, the cooperatives, on the 
other hand, continued to dominate the Short-term credit scene, 
although their share declined from 84 рег cent in 1974-75 to 
70 per cent in 1980. The RRBs are of recent origin and their 
share of total lending in 1979-80 amount to 3 per cent in Short- 
term credit and 5 per cent in Long-term loans. 


The detailed picture of direct institutional finance to agricul- 
ture is provided in Figure 3. 


The aggregate loans issued by all these agencies in 1979-80 
amount to Rs. 2889 crores. The National Commission on Agri- 
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culture (1976) has estimated an amount of Rs. 16,549 crores the 
credit requirements, for full programme coverage by 1985. The 
more comprehensive Integrated Rural Credit approach and the 
accelerated rural development visualised in the 7th Plan, are 
bound to create additional demand for credit. Therefore, the 
total demand for credit would be of a far higher order than that 
estimated by the NCA. As against this expected large need of 
rural credit, an attempt has been made by CRAFICARD Report 
(RBI) 1981 to project the likely supply of credit for 1989—90, 
based on the present trends and the likely performance of rural 
credit institutions in the current decade, which is furnished 
below. 
TABLE 1 

Estimates of Agricultural Credit disbursal in 1989—90 

(Projected) (Rs. in crores) 


bie: ee eee 
Credit S.T. Credit Term Credit Total 
Institutions 1979-80 1989-90 1979-80 1989-90 1979-80 1989-90 


Cooperatives 1218 2100 526 960 1744 3060 


Commercial 

Banks 470 1050 575 370 1045 1420 
RRBs 44 350 56 1350 100 1700 
IUOS su ылдан салына ойма о SOS ST 
Total 1732 3500 1157 2680 2889 6180 


Source: RBI, CRAFICARD Report, 1981-Chapter 4, 
Page 41. 


From the projections worked by the CRAFICARD Report, it 
can be observed that a greater role -is expected by the co-opera- 
tives in providing ST and Term loans to rural sector than the other 
two types of credit institutions. This expectation is inconsonance 
with their objectives. Thus, the disbursement of credit by the 
rural credit institutions is expected to reach the level of about 
Вв. 6180 crores іп 1989-90. While these rough projections - 


- 
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indicate the progress likely to be made by the institutional leading 
agencies, the real problem is to meet the credit requirements of 
Integrated Rural Development with special attention to the 
vulnerable groups and the backward areas. Against this overall 
back-ground, the performances of these three credit institutions in 
the field of rural credit is reviewed in the following sections. 


1.31. Review of Cooperative Credit in India 


At present three types of cooperatives are operating at the 
base level of the rural credit system. These are : (a) Primary 
Cooperative Credit Institutions (PACs), (b) Farmers Servicé Socie- 
ties (FSS), and (с) Large-Sized Adivasi Multi-purpose Cooperatives 
(LAMP). In fact all these constitutes, the major retail out-let of. 
ST and MT credit to the rural sector. 


The main features of these three categories of societies are 
indicated in Chart— 1. 


These cooperatives are the result of contiuous overhauling of 
the cooperative credit institutions since their existence in 1904 at 
the grass root level in the country. Unfortunately, many times 
these cooperatives have to uldergo the surgical treatment іп the 
name of structural changes by way of amalgamation, re-organisa- 
tion, rationalisation and professionalisation, damaging the entire 
body of cooperative credit structure. This fact can be noticed in 


the brief history of the cooperative credit movement outlined 
below. 


11. Era of Village Level Cooperatives Societies (VLCS) 


The first effort to finda suitable organisation for providing the 
agricultural credit in India was made towards the turn of the 19th 
century when Mr. Nicholson was deputed (by the then Madras 
Government) to Europe for the Study of land bank system in 
Europe and make suggestions to introduce a suitable agency in 
India, Mr. Nicholson summed up “Find Reiffeisen” that signified 
Village Level Cooperative Societies (VLCS) on the basis of unlimi- 
ted liability and area of operation limited to a single Village. That 


CHART—1 


Features 


PACs 


FSS 


Area Coverage 


Type of 
beneficiaries 


Nature of 
Credit 


Nature of non- 
credit business 


Management 


Doro Un oe = SS SS E талына БЕЛШНЕ НЕТИ Г 


Generally small area of not 
less than 2000 hectares of 
cropped area. 

Generally all types, Large, 
Small and Medium. 

ST & MT loans for agricul- 
ture and allied activities. 


Supply of farm inputs and 
distribution of essential 
commodities, etc. 


(a) Full-time paid Secretary 
(b) Board of Directors—11, 


Out of which 50% weaker 
sections. 


LAMPSs 


A large area of operation 
extending upto a Block or 
population of 10,000. 

All Farmers, Agricultural 
labourers and Artisans etc. 
Multi-term and multi- 
purpose credit. 


Package of services, 


(a) Whole-time MD and 
functional specialist. 
(b) Board of Directors—13, 


5—Elected from weaker 


sections 
2— Elected from others 


4— Nominated by Govt. 


1— Nominated by financing 


Bank. 
1—MD appointed as 
Ex-officio. 


Area of a Block or 
a Tehsil. 


Mainly tribals 


ST, MT and LT loans 
as well as consump- 
tion loans. 
Package of services 
including forest 
produce & other 
products 
(a) Wholetime MD & 
other staff 
(b) Board of Direc- 
tors— 11, 
5—Elected from 
tribal members 
2—Elected from 
non-tribal 
members 
2— Nominated by 
Govt. 
1—Nominated by 


financing Bank. 


1—MD appointed 
as Ex-officio. 
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model of organisation was accepted as a substitute for the private 
money-lenders and introduced in the country by means of Coope- 
tative Act, 1904. The Cooperative Act of 1912 brought into 
existence the higher level Federal -Financing Institutions to provide 
the guardianship, financial and technical support to the VLCS so 
as to enable them to meet millions of scattered peasants. But the 
total impact of all these efforts were quite insignificant as revea- 
led by various surveys and studies conducted in respect of 
provision of Agricultural Credit. 


However, the most authentic assessment of cooperative credit 
organisation as a source of institutional finance was for the first 
time undertaken by the All India Rural Credit Survey Committee 
(AIRCSC) in 1951. The findings of this Survey were that the 
Cooperative finance to agriculture had failed in as much as it had 
Contributed only а little of th» agricultural credit requirement of 
the farmers in 1951-52. It also revealed that the performance of 
the cooperatives was deficient not only in respect of quantum of 
credit but also in respect of qualitative and effective coverage of 
the agricultural population. Whatever the credit was provided by 
the cooperatives, the major part of it was appropriated by the 
large and medium farmers. 5 


12. Era of Large Sized Credit Cooperative Societies (LSCSs) : 


When most of the assumptions such as mutual knowledge 
among the borrowers, honorary services, democratic piocess, etc., 
belied, the committee (AIRCS) recommended the “Integrated 
Scheme of Rural Credit” based on the Principle of st 
ship. However, the basi 
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mum Share Capital base and limited liability, these LSCS came 
into existence, to provide not only adequate but also other service 
required by the farmers. 


That pattern of organisation continued to be followed until 
1958 when the policy of organisation was suddenly changed. 
LSCS was challenged by the vested interests in the cooperative 
movement on the ideological grounds. Further, re-organisation 
was stopped and the process of reconstruction received a great 
jolt. This shift in the policy led to the dis-integration of coopera- 
tives in certain areas and many number of cooperatives became 
dormant and weak. 

1.3. Era of Multi-Purpose Credit Cooperative Societies (MPCCS) 

Very soon it was realised that the problem of agricultural 
credit could not be tackled effectively with the help of flimsy and 
weak organisation which was the weakest link in the entire chain 
of credit cooperatives. As such, V. L. Mehta Committee was 
appointed in 1960 to go into the details and suggests the synthesis. 
Among other matters, the Committee emphasised MPCCS as the 
base level organisations which were nick-named as “service socie- 
ties" tolay greater emphasis on the service aspect of their 
functioning. 

The results achieved by (һе implementation ofthe main 
recommendations of the Committee have been reviewed by the 
Rural Credit Review Committee in 1969, the Banking Commission 
in 1972, the National Commission on Agriculture іп 1975 and 
CRAFICARD in 1981. One of the common findings of these 
committees and commissions were that though there had been а 
considerable progressin matters of providing the agricultural 
credit through cooperatives, the picture was bright only in part 
and there exist wide areas of dark spots on the total map of the 
institutional credit to agriculture. 


1.4. Era of Large Sized Adivasi Multi-Purpose Cooperative 
Societies (LAMPSs) 


They were organised in India in pursuance of the recommen- 
dation of the study team (Bawa) appointed by the Government of 
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India in December 1971. They were organised only in tribal 
areas, which have the following objectives : 
(а) То provide all types of credit, including those for meet- 
ing social obligations and consumers’ requisites under a 
single roof. 
(b) То provide technical guidance and modernisation of 
agriculture. 


(c) То arrange for the marketing of minor forest produce 
besides the products of agriculture and other subsidiary 
occupations. 


1978, was 15.42 lakhs, and on average per LAMPS was 1.1. lakhs. 
Borrowing membership was 3,92 lakhs and average borrowing 
was 0.3 lakhs, deposits were 2.52lakhs, loans issued were 25.21 
lakhs, loans outstanding were 43.66 lakhs and overdues were 23.23 
lakhs. Of their total membership of 15,42 lakhs, 56.9 per cent 
were Schedule Tribes and rest were Schedule Castes and others, 


inhabiting the tribal areas. Borrowing Members were 25.4 
per cent, 


Several problems Seem to endanger the financial via bility of 
LAMPS, These are : 
(а) Many of the LAMPS were not Collecting the forest 
Produce; they mostly acted as agents of lessee LAMPS. 
(b) Transport charges of consumer goods were not provided 
by the government for distribution of controlled 
commodities, 


(c) Smuggling of forest produce by the rich contractors 
hindered the working of LAMPS, 


(d) LAMPS did not Venture to invest their funds in Horti- 
culture, Sericulture, Cashew, and Coffee plantation. 


(e) There was lack of managerial experience, 
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1.5. The Progress of Primary Cooperative Credit Institutions 
(PACs) : 


Progress of Re-organisation: In 1973, the working group on 
cooperatives for the Fifth Plan recommended that PACs might be 
treated as viable only when they reacha minimum ST credit 
business of Rs. 2.00 lakhs. In 1976 Registrars of the Cooperatives 
decided 2,000 hectares of cropped area as viability norm. Further, 
in order to remove the existing lacunae in legal procedures, it was 
suggested to amend the State Cooperative Actto provide for 
compulsory amalgamation of weak and unviable societies and the 
State Governments acted upon this suggestion. Accordingly, the 
re-organisation of weak and unviable societies was pursuaded 
vigorously. As a result, the number of PACs declined from 1.75 
lakhs in 1967-68 to 1.16 lakhs in 1977-78 and further to 94,503 
at the end of June 1979, as against 90,000 estimated to remain 
ultimately in the field. Out of 94,503 PACs, 6128 are dormant 
and the remaining are active. 

Performance of PACs: These PACs covered 5.28 lakhs 
villages or 90,9 percent of the total number of villages in the 
country, the average coverage per society being about five villages. 
The population of the villages covered accounted for 88.6 per cent 
of the total rural population. Over the period of 1971-79 total 
membership of the societies increased from 31 millions to 47.9 
millions. But the borrowing membership declined from 36 per cent 
to 34.4 per cent in the period. The indebted membership at 22.8 
millions formed 47.6 per cent of the total membership. Although 
the Share Capital of the societies increase their performance in 
the matter of deposit mobilisation, barring that of Kerala and 
Punjab, was not encouraging. There have been apparently no 
attempts so far to make an assessment of irrecoverable debts due 


by SF and МЕ and to write them off out of the risk funds of 
PACs/CCBs. 


Recovery performance of PACs showed a deteriorating trend. 
Overdues have inereased from Rs. 322.40 ctores in 1970-71 to 
Rs. 908 crores by 1979, forming 45.2 per cent of the total loan 
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outstanding. In terms of absolute quantum, the over dues were 
generally high in the eastern States and also in Gujarat, 
Karnataka-Madhya Pradesh, Tamil Nadu and Uttar Pradesh. 


Some of the major recommendations of the RBI Study Team 
on overdues have not been given effect to, by most of the State 
Governments. On the other hand, some of the States have issued 
blanket stay order on or banned coercive action for recovery of 
the cooperative dues. Quite a large number of PACs distribute 
only credit without providing complimentary services to the 
members. 


Evaluaton of the Cooperative Credit Institutions in India 


lt тау be observed from the foregoing analysis that the 
cooperative credit system has to its credit several achievements 
and at the same time, its working has thrown up certain problems 
that need immediate attention. Though, they have the requisite 
potential to cater to the diverse credit needs of the rural areas, 
suitable changes made through reorganisation of the credit coope- 
ratives are to be given without resorting to апу further change in 
their structure, The underlying objective of the programme of 
re-organisation is (о ensure that the re-organised societies are 
developed into viable ones, so as to render them an effective 
vehicle to survey muliipurpose credit and to carry multi-service 
to the rural community paying greater attention to the needs of 
the poorer section. Cooperative opinion in the country is genera- 
Шу notin favour of periodic changes іп the base-level structure 
of cooperative credit. Therefore, what is called for is a progra- 
mme of consolidation and Strengthening of the existing (PACs) 
Cooperative Credit Institutions gradually developed into viable 
FSS. PACs constitute the dominant component of the rural 
credit delivery mechanism. Measures necessary to revitalise them 
are given by CRAFICARD Report? 1981, which are mentioned 
below : 


(a) In the context of fast changing rural scene with increa- 
sed economic prosperity, it is high time that PACs 
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(b) 


(с) 


(d) 


(е) 


(f) 


should correct the aberration in their working as mere 
lending institutions and take steps to spread banking 
habits and mobilise deposits in the rural areas. This 
has been done in Kerala. The impressive growth of 
deposits of PACs in Kerala is due to several factors, viz., 
high rate of literacy, traditional banking habits, high - 
rate of monetisation of the economy, inward remittances 
from abroad and above all, the fact that the manage- 
ment of the society was free from political interference, 
the experience of Kerala should be a guiding example 
to be emulated by other States. 


As in Kerala, the State Governments may extend finan- 
cialassistance to these societies-selected for deposit 
mobilisation, The CCBs and SCBsare expected to 
provide a positive leadership іп developing the strength 
and soundness of the system. They should create and 
build up a PACs Development Fund. 


It is strongly urged that in the matter of dispensing LT 
credit, PACs should act as agents of LDBs, 


The tendency of some State Governments to exempt 
whole classes of defaulters and to рау the amounts 
from the exchequer is not feasible from the point of. 
development of cooperatives. The Government of 
India should prevail upon the State Governments, not 
to resort to such measures. 


For improving the recovery performance, the Commit- 
tee endorses the recommendations of the Study Team 
on overdues, butalso suggests a rebate of two per cent 
to three per cent be allowed to the borrowers on repay- 
ment of dues on schedule without default by fixing 
initially higher rate of interest. 


Government should urgently review the existing machi- 
nery for the audit of societies to strengthen their activi- 
ties and to maintain their autonomous entity. 
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(g) Managing Committee should be broad-based so as to 
include two depositors to be elected by general body 
from amongst the depositors holding specified amount 
of Term deposits in the society. 


(h) Like Tamil Nadu Cooperatives, cooperatives in other 
States should publicise the list of defaulters (particu- 
larly big and rich) in the local Newspapers which will 
have salutary effect on deliberate and wilful defaulters. 


(i) Cadre scheme should be adopted by all the States and 
adequate contribution be made to the cadre funds by 
the State and participating institutions. 


(j) Тһе Government of India should amend the penal code 
and other relevant statutes (о provide for deterrent 
punishment to the wilful defaulters. 


All these measures will certainly help the reorganised PACs to 
develop into truly mutli-purpose, multi-ferm, credit-cum-service 
agencies, which are badly in need of such institutions in the coun- 
try in view of the fast developing agriculture and also in view of 
the ameliorating poverty of the rural poor through IRDP Scheme 
bythe Government of India. The success depends upon the 
Government and CCBs full involvements to revitalise them into 
FSS. 


13.2. Review of Commercial Banks in India 


The first effort to involve the commercial banks in rural 
credit began with the conversion of the Imperial Bank of India 
into the State Bank of India in accordance with the recommenda- 
tion of the Rural Credit Survey Committee (1954) which proposed 
that the new institution should draw up in collaboration with the 
RBI and undertake a much larger programme of branch extension 
in rural areas, However, it was only after the Government policy 
of social control in 1967 and nationalisation in 1969, the commer- 
cial banks, as a class began to enter the rural sector in a big way. 
Indian Bank's Asssociation promoted the Agricultural Finance 
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Corporation Limited, with a view to speeding up project lending 
by commercial banks in the agricultural sector in 1967. 


Commercial banks endeavoured to increase their credit in- 
volvement in rural credit firstly, by rapid expansion of branches in 
the rural and semi—urban areas, and secondly through a number 
of operational innovations, such as establishing specialised bran- 
ches exclusively or mainly oriented to farm lending, intensifying 
their efforts in specific areas under Village Adoption Scheme, 
linking up their lendings to schematic programme under five year 
plans with the assistance of NABARD, taking over PACs or 
organising FSS. The banks have made serious efforts to move 
nearer to their clienteles in the rural sector and to serve them 
better. In this, they have been additionally assisted by Lead Bank 
Scheme and setting up of RRBs in selected areas. 


The Lead Bank Scheme (LBS) — Branch Expansion 


In October 1969, the Study Group on ‘Organisational Frame 
Work' for (һе impelementation of social objectives appointed by 
the National Credit Council, under the Chairmanship of Prof. D. 
R. Gadgil, recommended the adoption of Area Approach for the 
development of credit and banking in the country on the basis of 
local conditions. For this purpose, it is suggested that commercial 
banks should be assigned particular district where they should act 
as pace-setter іп providing integrated banking facilities. The RBI 
accepted these suggestions and formulated LBS towards the close 
of 1969. 


Under this scheme all the three hundred and ninety-eight 
districts in the country have been allocated to the banks. Thus, at 
the end of june 1980, the SBI group has one hundred and eleven 
districts and sixteen of the twenty nationalised banks have the 
remaining two hundred and eighty-seven districts The LBS 
prepared the first set of credit plans for all districts launched them 
by March 1978. The system of preparing annual action plan 
under District Credit Plan (DCP) was introduced and launched 
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first in January 1980. Thus, over the years, the LBS has become 
the main instrument for ensuring better special and sectoral 
distribution of credit by the commercial banking system. 


The programme of extension of banking facilities to unbanked 
rural centres gathered momentum under the LBS. The number 
of bank offices (including RRBs branches) almost quadrupled 
from 8,262 as on 30th June 1969 to 32,419 as on June 1980. The 
number of rural branches increased eight-fold from 1832 
to 15,101 over the same period. Owing to this, average popu- 
lation per bank office declined from 65,000 to 17,000. As regards 
the coverage of population by rural and semi-urban branches, it 
comes to be 21,000 in 1980. Only one-third of the branches 
opened by them are located in their lead-districts. This raises the 
question whether their branch network in their lead-district is 
adequate to discharge their lead responsibility ? Therefore, 
future branch expansion policy of banks should ensure more 
even spread of rural branches for improving the accessibility to 
the rural community. 


Innovative efforts of Bank to reach rural poor 


Besides extending their branches, commercial banks opened 
specialised branches, adopted villages under Village Adoption 
Scheme, and took over PACs and organised FSS to reach their 
clienteles in rural areas. 


Specialised Branches 


The commercial banks have also established specialised 
branches to help the rural community. These branches are, ADBs 
of SBI Group, Agricultural Banking Division of SBI Group, 
Gram Vikas Kendras (GVKs) of Bank of Baroda, Rural Service 
Centres (RSC) of the Dena Bank, and Farm Clinics of Syndicate 
Bank, first formed in 1973, to help the farmers to provide credit 
as Well as other services required by the rural community. Be- 
sides, the Indian Overseas Bank has setup Rural Credit and 
D:velopmenat Divisions to concentrate оп and follow-up effec- 
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tively priority sector advances. These are meant to overcome 
the practical difficulties and followup of financed farmers, who are 
scattered over wide area. As а way-out compact areas are 
chosen as their jurisdiction either in terms of number of villages 
as in ADB and GVK or in terms of number of rural branches as 
in RSC. Thus, an ADB expects to cover an average of 4000/5000 
farmers spread over 100/50 villages over a period of four-five 
years and lend to the extent of Rs. 1.00/1.5 crores. 

Working of Specialised Branches 

Out of four types of specialised branches, viz ; GVKs, RSCs 
and ADBs and Farmers Clinics, ADBs came to be organised first 
in November 1971. By the end of December 1978, the number of 
ADBs stood at 384, which financed eleven lakhs farmers with 
outstanding loan of Rs. 274,74,00,000 (274.74 crores). In 
addition, their indirect advances amounted to Rs. 25.17 crores, 
The RSCs and GVKs are comparatively of more recent origin. 
As at the end of March 1979, Dena Bank had organised six RSCs 
(all in Gujarat) to cover 95 per cent of its branches. Since the 
inception of RSCs, their branches doubled their accounts and 
advances by March 1979. The GVKs which numbered 123 by 
June 1979 extended their financing upto 4,647 villages. During 
1978, fresh loans issued by 119 GVKs amounted to Rs. 17 crores 
Spread over 79,000 accounts. : 

Village Adoption Scheme (VAS) 

Village Adoption Scheme (VAS) with its emphasis on area 
approach was first conceived by the SBI іп 1969. At first, 
attempts were made to intensify agricultural lending on the area 
basis. Laterit was thought convenient to adopt a village and 
Cover the entire gamut of economic activities in it. Each bank 
framed its own guidelines regarding selection of villages, activities 
to be financed, identification of beneficiaries, etc., under the 
Scheme. General criteria followed by banks in the selection of 
VAS are the good potential villages for development, easy 


accessibility, and non-suceptibility to recurrent natural cala- 
mities, 
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The SBI developed а varient of VAS under the name of 
‘Gramodaya Project’. The idea is to cover not only the economic 
needs, but all the needs of the adopted villages. Under this 
scheme Rs. 5.62 crores have been provided to 27,500 households 
as at the end of June 1979. By December 1978, commercial banks 
have adopted 70,270 villages or about 12 percent of the total 
number of villages in the country. Average number of villages 
adopted per rural branch come to be about six. The percentage 
of villages adopted to the total number of villages is higher in 
States where the coverage of rural population by banks is 
better. 


The VAS has not been a great success in the innovative efforts 
ofthe banks. The banks treat and publicise a village as adopted 
and puta big board at the entry of such villages. Even though 
only a few of its residents have been granted loans. Adoption as a 
concept has little meaning if a plan for the intensive development 
of the entire villages in terms of viable bank schemes is not framed 
and implemented. VAS in this direction has not made- any dent; 
on the other hand, it has led to the neglect of such villages. This 
apprehension was expressed by expert group" on Agricultural 
Credit Schemes of commercial banks as under. 


“VAS should not end up becoming a convenient device 
to avoid scattered loans under conventional credit 
schemes. This is stressed because the instruction manual 
of one bank goes to the extent of laying down that all 
agricultural advances should in future, be restricted to 
adopted villages only”. 


This scheme will be meaningful only when all the families 


in such villages are covered by credit schemes of the bank directed 
towards all round development. 


Financing agriculture through cooperative credit societies 


The commercial banks have tried to reach and finance farmers 
not only individually through direct loans, but also through the 
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medium of primary credit societies. Two schemes of financing 
through cooperatives have been in operation for some time. 
According to the first scheme introduced in June 1970, some of 
the PACs in the jurisdiction of weak! CCBs were ceded to the 
commercial banks. Under the second scheme, commercial banks 
organised FSS. In the tribal aréas, they financed Large-Sized 
Adivasi Multi-Purpose Cooperative Societies. (LAMPS). Let us 
confine our attention to the first scheme. S 


In consultation with the Government of India, the RBI had 
formulated in 1969, the scheme of financing PACs with a view to 
filling up the credit gaps that existed in the areas of some of the 
DCCBs, which were financially and administratively weak. The 
scheme was initially introduced in June 1970 in 49 selected 
districts, of five States viz., (1) Andhra Pradesh, (2) Haryana, 
(3) Karnataka, (4) Madhya Pradesh, and (5) Uttar Pradesh. Sub- 
sequently the scheme was extended to seven States. By June 1978, 
it was in operation in 121 districts in twelve States. The following 
are the objectives of the scheme. 


(a) To meet the production and investment credit needs of 
the agriculture. 


(b) То finance small farmers by encouraging them to be- 
come members of PACs. 


(c) То revitalise the PACs so that they become efficient 
business organisations atthe village level; and 


(d) То hold in the process of speedy rehabilitation of 
weak DCCBs by taking over their affiliated societies 
for financing. 


But, unfortunately the Scheme has not yielded good results. 
As per the RBI Study, the following conclusions have been arrived 
at: 


(a) Тһе perentage share of ceded societies actually 
financed by the cominercial banks ‘declined from 70 
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(g) Difficulties experienced in supervision over societies 
situated at a long distance. 


(h)  Mis-appropriation of funds and mis-management of 
the societies. 


The Progress of commercial banks with reference to agriculture in 
India 


Sectoral deployment of credit: As, at the end of the June 
1979, priority sectors accounted for 31 per cent of the total bank 
credits as against the target of 33.3 percent. Sector-wise outstand- 
ing credit to agriculture (direct and indirect) rose from Rs. 188 
crores in June 1969 to Rs. 2,459 crores in June 1979 forming 13 
per cent of. the total bank credits (direct loan 74 per cent in 1979). 
However, Small Farmers and Marginal Farmers accounted for 
about 69 per cent of the accounts for direct finance for agriculture. 
In other words, six per cent оҒ the 59 million farmers having two 
hectares or below had availed credit from the commercial banking 
system. Incase of ST loans, SF and MF accounted for 74 per 
cent of the accounts and 56 per cent of the amount outstanding. 
In case of term loan, they accounted for 52 per cent of the 
accounts and 36 per cents of the outstanding and 25 per cent to 
weaker sections. The working group of RBI, Chairman Dr. K.S. 
Krishnaswamy! 1980, rccommended the concept of sub-sector 
within the main two priority sectors viz., agriculture and small 
scale industries. This sub-sector should comprise more of under 
privileged (known as ‘weaker sections) such as SF and МЕ with 
land-holdings of two hectares orless, landless labourers and others 
in the allied activities, whose borrowal limits do not exceed 
10,000/-. As regards small scale industries, the group decided 
that all small industries with limits upto and inclusive of 
Rs. 25,000/ should be treated as weaker sections in this category. 
This will include almost all artisans as well as village and cottage 
industries besides a proportion of tiny sector 
Overdues of direct loans to agriculture 

The recovery performance of the direct loans to agriculture 
has not shown any perceptible change over the past few years, in 
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that recovery hovered at around half the demand, As, at the end 
of June 1978, recoveries amounted to 51.2 per cent of the demand. 
The banks have to reorient their lending (increasingly under various 
Programmes) which are area specific with appropriate forward 
and backward linkages and Pre-sanction appraisal followed by 
intensive supervision by their own staff, so as to reduce the over- 
dues. Otherwise, overdues will go on accumulating falling in line 
with cooperatives, 


Evaluation of commercial banks with reference to agricultural 
finance in India 


The progress of commercial banking in regard to agricultural 
development is not so remarkable except in branch expansion. 
The strong aspiration for mass banking -from class-banking and 
production oriented than Security-oriented is only a partial truth 
and has notfully achieved the desired goals. It is revealed that 
there exists a huge backlog in this regard and needs much time 
to attain the target of mass banking by the commercial banks in 
India. No doubt branches have been expanded at a phenomenal 
growth rate of 724 рег cent between 1969-80. But unless the 
shifts in branch expansion Policy reflects in corresponding benefits 
by way of credit in rural areas and more particularly to the rural 
poor, it cannot be named as Mass Banking. Out of total gross 
bank credit of Rs, 21,476 crores, only Rs. 2,016 crores were 
advanced to the rural Sector at the end of June 1980 which 
accounted for 9.4 percent. On the other hand, out of an aggre- 
gate bank deposits of Rs. 31, 438 crores as on June 1980 Rs. 8,538 
crores (11.3 per cent) was mobilised from the rural areas ; їп term 
of CD ratio, all India average is 68.3 per cent. 


merely as deposit mobilising centres, 


Finance апа Agricultural Development 29 


Even if we measures the progress qualitatively they have 
neglected relatively the small borrowers in rural areas and con- 
centrated on well-to-do farmers. Even at broad level of classifi- 
cation of loans to agricultural and allied services, the aggregate 
of loans outstanding in the lowest category of Rs. 10,000 and less 
accounted for 36.53 per cent of the total loan outstanding in 1974. 
Regarding the notion of commercial banks production-oriented 
than security-oriented credit, it may be observed that they have 
concealed security-oriented consciousness because except the 
weaker sections of non-land based, others are required to produce 
a number of certificates to get credit. For example, they have to 
produce No Due Certificate, Patta Surety, etc., for getting a loan. 
These cumbersone procedures and formalities of banks are much 
more constraining the farmers who have to visit a number of 
offices, in orderto get the required formalities completed. In 
this case, we can agree with the remarks made by “Моог-Вазһа 
Abdul"?, 


*though emphasis is shifted ficm security orientation, 
little shift is witnessed from document orientation." 


Therefore, the RBI and the commercial banks will have to work 
out certain better modalities for imparting sensible meaning to 
the slogans. 


1.3.3. Review of Regional Rural Banks in India (RRBs) 


In 1975, the Government of India appointed a working 
group under the Chairmanship of Sri M. Narasimhan to review 
the flow of institutional credit specially to the weaker sections in 
the rural community. The group identified certain deficiencies 
in the role of two major agencies in the field, the cooperative and 
the commercial banks. At the same time, it recognised certain 
commendable features in both the system which could be com- 
bined іп а new type of institution. Therefore, the group recom- 
mended the setting up of State sponsored, regionally based and 
rural oriented banks, called Regional Rural Banks (RRBs). They 
were meant to combine the local feel and familiarity with several 
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problems which the cooperatives possess and the degree of busi- 
hess organisations, ability to mobilise the deposits, access to cen- 
tral money markets and a modernised outlook which the commer- 
cial banks һауе. Accepting these recommendations, five RRB 
have been set-up on October 1975. These RRB have come to 
form the third component of the Multi-Agency Credit System for 
agricultural and rural development. 


Major features of RRB 


RRB are sponsored by the scheduled banks, usually public 
Sector commercial banks. Steering committee (RBI) identifies 
the district requiring RRBs and later, the Government of India 
in consultation with the State Government and sponsoring banks, 
Proceeds to set-up RRBs. RRB are visualised as the rural arm of 
the commercial banks. As such, special responsibility lies on the 
sponsoring banks. A few non-public sector commercial banks 
and State Cooperative Banks have also sponsored RRB. The 
authorised capital of a RRB has been fixed at rupees one crore 
and issued capital at rupees twenty-five lakhs. Of this, fifty per 
cent is subscribed by the Government of India, Fifteen per cent 
by the concerned Government and thirty-five percent by the 
sponsoring bank. The management vests with the Board of 
Directors headed by the Chairman who is usually an officer of 
the sponsoring bank, but appointed by Government of India and 
Directors are nominated as follows : 


3 Directors nominated by the Central Government, 
3 Directors nominated by the State Government, 
3 Directors nominated by the Sponsoring Bank. 


In some cases, non-officials are nominated as Government 
or sponsoring bank Directors. RRB is free (о recruit its own 
staffs. Remunerations is determined by the Government of India 
on par with the State salaries for “comparable cadres. It is this 
aspect of the cost of Operation that gives RRB, its low cost image 
as compared to the high cost Structure of commercial banks. 
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The major objective of RRB is to develop the rural economy 
by providing credit and other facilities for agriculture, trade, 
industry and other productive activities in the rural areas, parti- 
cularly to SF and MF, agricultural labourers, artisans and small 
enterpreneurs. Keeping this objective in view, the Government 
of India has decided that RRBs should confine their lending only 
to the weaker sections. This coverage of weaker sections by 
RRB makes them the “Small Man's Bank” and could be con- 
sidered as the most distinguishing feature. Financing of others is 
exceptional and incidental as in the case of indirect finance 
through FSS which includes other farmers as well, or as in the 
case of financing all farmers, in an area predominantly covered 
by SF and MF coming under NABARD financed schemes for 
land based activities. While RRB are schedule banks and carry 
on banking business, their banking operations are some what 
limited, because of the fact that their lending is confined to one 
or two districts and to weaker sections of the communities. None- 
theless, they provide other banking services to all. They have 
been allowed to offer slightly higher rate of interest on their 
deposits as in the case of DCCBs. 


The Review Committee of RRB (Chairman Prof. M. L. Dant- 
wala) made certain recommendations in 1977 to strengthen the 
RRB. It recommended that RRB should form an integral part 
of the rural credit structure. The most important recommenda- 
tion relates to the functional aspects, i. e., transfer of the rural 
business of commercial banks to RRBs in a phased manner. This 
is afar reaching recommendation with significant implicatiors. 
This would mean that the branches of RRBs and PACs{would 
ultimately form two wings of the rural credit delivery system at 
the village level. The committee recommended to finance even 
large and big farmers to a limited extent, i. e., 40 per cent of the 
total loans. This is already being done by RRB іп the country. 


Progress of RRBs 


NABARD disclosing the progress of RRB, has pointed out 
that there are 150 RRB by the end of December 1983 as against 
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the Sixth Plan target of 170 RRBs. The SBI group has sponsored 
30 RRBs, 15 public sector banks have sponsored 108. While 
private commercial banks and cooperative banks have sponsored 
only four. Uttar Pradesh with 33 RRBs has the largest number 
of branches. Madhya Pradesh has 15 RRBs with 659 branches 
is second. 


RRB’s deposits at the end of June 1983, aggregated to 
Rs. 534.86. crores, registering a rise of 40 per cent and the advances 
increased by 35 per cent. The outstanding advances rose to 
Rs. 623.70 crores and the direct advances per borrowal account 
stood at Rs. 1,594. The CD ratio for the RRB is 117 per cent 
at the end of June 1983. RRB have disbursed Rs. 117.52 crores 
among 5.6 lakhs beneficiaries under the IRDP and DRI schemes. 
The RRB as agents of their respective commercial banks advanced 
Rs. 6.55 crores covering 44,000 beneficiaries. 


NABARD sanctioned refinance to RRB under composite 
credit limits aggregating Rs. 227 crores at concessional rate of 
interest of three percent below the bank rate. The outstanding, 
against RRB under the general credit limit at the end of June 
1983 was Rs. 189 crores. 


It would be noted that loans issued directly to the farmers 
etc., constituted as much as 94 per cent of the total. The indirect 
loans i. e., through FSS/PACs formed a very small part of the 
total, mainly for the reason that a number of State Governments 
and DCCBs are not keen to cede the reorganised PACs to the 
RRBs."* RRB in Karnataka һауе sponsored the largest number 
of FSS i. e., twenty-nine. It would appear thatin financing the 
weaker sections effectively, RRB rely largely on the direct loans 
through their own branches. 


The RBI in recognition of the need to nurture these new 
institutions and their major Objective of serving the weaker sec- 
tions, has extended certain concessions and facilities to RRB. As 
in the case of DCCBs, RRB are allowed to maintain cash reserve 


and liquid assets aggregating 28 per cent of their time and demand 
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liabilities and also to pay half percent more interest on their 
deposits. Similarly RBI provide through NABARD refinance 
facilities upto fifty per cent of their eligible loans and advances at 
six per cent, the rate being the same as charged to SCB. But even 
then, RRB have many teething troubles. A recent RBI Report 
(by Rural Planning and Credit Cell) has revealed that RRB аге 
nearing the break even point. The gap between the expenditure 
and the income is quite small and hence it recommends building 
up of reserves aiming at higher growth rate. For this RRB, on 
ап average would require to open net work of 70 branches to 
become viable. Loan business should touch Rs. 8 crores and enjoy 
the margin of five per cent between average borrowings and 
lending rates, and it requires about six years to become viable. 
Since RRB have to lend only to weaker sections, open the bran- 
ches in remote areas, keep the low cost profile, charge the low 
rate of interest, and train the staffs so as to orient for rural lending 
their functioning will have to be improved and strengthened. 


A study made by Wadhwa (1980), clearly indicates the line to 
be improved in RRB sphere. He reveals the many teething 
troubles faced by RRB in the country. Among those very impor- 
tant are three : 


1. Problem of location of branches, 
2. Problem of raising cost, and 
3. Problem of procedures and restricted clientele. 


In case of first, he is of the opinion that branches should 
not hinder the growth of PACs/FSSs at the grass root level, 
especially in mobilising the rural savings. The past branch 
expansion policy wasa haste and had not considered location 
aspect. In case of second, RRBs in fact аге facing this problem 
due to strong unionism of RRB employees and correspondings rise 
in the salaries of State Government employees (on whose par RRB 
employees salaries are being maintained). 


In case of third, RRB are really hindered by this P. roblem. 
This is because of absence. of agricultural Pass Books to be issued 
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tothe cultivators in many States, which the RRB could use for 
Verification and lend to the farmers. 


In recent study", it is revealed that rich farmers grabbed all 
the benefits of RRB, and leave the poor farmers in a lurch. Due 
to absence of agricultural Pass-Books, big and rich farmers, who 
are having land in two villages, furnish documents concerning a 
small piece of land in one village and avail the benefit meant for 
small farmers. The Village Accountants have to issue false 
declarations under the political pressure and gratification. Thus, 
Statistics of RRB exhibit small man as beneficiary but the real 
beneficiary is big and rich farmers. 


Evaluation of the Regional Rural Banks with reference to agricul- 
ture finance in India 


No doubt, despite the constraint of limited area of operation, 
unhelpful topography, unenterprising clintele, RRB have been 
able to achieve the main objectives of helping the weaker sections 
viz., SF and МЕ, Agricultural Labourers, Artisans and others, 
but it is equally necessary to ensure that the social objectives 
does not provide an umbrella to inefficiency and the appraisal of 
the bank working should be based both on the fulfillment of 
objectives and control of raising cost. 


The success of these banks will depend on the dedicated per- 
Sonnel, organisational support and innovation. The role of RRB, 
Will have to be that of moneylenders minus exploitation, and the 
role of staff will have to be that of village teachersminus politics.!* 
These facts cannot so easily be realised іп the near future in the 
Context of fast changing rural scene, it is to be noted that RRB 
have already covered command areas and left with dry rain-fed 
regions, where their entry will be either costly or too difficult due 
to lack of infrastructure in the rural villages, Besides, RRB are 
only credit agencies. What is really needed by our farmers is the 
‘Credit-cum-Service Agency’ providing all types of credit, inputs 
and various kinds of services, Preferably at one contact point. 
Therefore, RRB cannot satisfy farmers needs from this angle. 
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1.4. EVALUATION OF CREDIT COOPERATIVES, COM- 
MERCIAL BANKS AND RRB WITH REFERENCE TO 
AGRICULTURAL FINANCE, AND A CASE OF FAR- 
MERS SERVICE SOCIETIES (FSS) IN INDIA 


Under the present Multi-agency system of Agricultural Credit 
all the three credit institutions viz., PACs, Commercial Banks 
and RRB have succeeded in filling up the gap that existed in the 
agricultural credit system in India. Nevertheless they have пої, 
extended the link to keep the rural weaker sections of the com- 
munity at the base level of the economy. They cannot deliver 
the goods effectively and efficiently. Subsequently, there is а 
need for another special agency to fill up this gap. This has been 
met by the FSS. In this connection, we have evaluated all these 
three credit institutions and by identifying their weaknesses to 
penetreate to the base level of the economy, we have putforth a 
case for FSS, 


(a) The PACs which constitute the dominent component-of 
the rural credit have remained non-viable, the reason 
being the low financial strength at their end as their 
funds are meagre. Their positions have been deteriorat- 
ing day by day!? leading to Moribound defunct and 
dormant position. Though the reorganisation scheme_ 
had vigorously followed but it was only а scheme of 
reduction in the number of PACs rather than improving 
their conditions. The number of PACs іп 1967-68 — 
was 1.75 lakhs and it was reduced to 94,503 in 1979. 
Of these 94,503, nearly 6,128 are dormant and not active. 
The position of recovery in these .reorganised PACs has 
not shown any good result. The overdues of the PACs 
had increased from 322 crores in 1970-71 to 900 crores 
by 1979. In the context of fast developing Indian 
agriculture, these PACs cannot deliver the goods pro- 
perlyand cannot become viable. At this juncture they 
have to be developed into multi-purpose and multi-ser- 
vice credit institutions on the lines of FSS. 
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(b) The second credit institutions viz., commercial banks have 


(c) 


not been a great success in the rural areas. Their entry 
into the agricultural credit has been additive and has not 
helped to fill-up the geographical gap in the availability 
of credit not covered by the cooperatives. 


No doubt, branch expansion of commercial banks in 
rural and semi-urban areas is remarkable, but their 
branches have become only deposit centres. They have 
collected 11.3 per cent of thetotal deposits from the rural 
areas, as against their advances of 9.4 per cent to the 
rural areas by 1979-80. Their commercial nature, high 
coststructure and urban oriented lending policy cannot 
properly deliver the services to the rural community. 
Even the recovery performance of these commercial 
banks is not better than PACs, which hovoured around 50 
percent. The strong aspiration for mass banking from 
class banking is belied. Тһе production oriented lending 
as against security oriented lending has become only a 
myth at least in case of farming community, who have to 
produce number of certificates and fulfill the formalities 
before taking loans. Thus, it has been re marked that 
commercial banks һауе document orientation lending 
policy. The commercial banks as a credit institution at 
the. base level cannot do full justice. Further, expansion 
in the rural areas will lead to only a competition, dupli- 
cation and confusion. 


The third credit institutions, viz. RRB have entered the 
field of rural credit very recently (1975). Мо doubt 
compared to commercial bank their entry has been a 
great success, They have been called ‘Small Man's 
Bank’ and ‘Rural Development Bank’ and covered SF, 
MF, AL, Artisans, etc., but they are nearing the break 
even point and have limited scope for further entry into 
the rural sector. They are already facing the problem 


of rising cost due to strong unions of their employees, - 
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the problem of location of branches due to lack of 
infrastructure in the rural areas and the problem of 
restricted clientele due to the special nature of activities. 
Therefore even RRB cannot penetreate into the rural 
sector. 


Besides, RRB is only a credit agency and not credit-cum- 
service agency. Rural people do not require credit 
alone. Had this been true our poor farmers could have 
developed long ago by taking credit from PACs. What 
they need is credit, inputs, efficient marketing, fair return 
for their produce and requisite guidance at their door 
step. Any agency іп the present multi-agency system 
should be ready to offer all these. 


Case for FSS: Now credit is the responsibility of credit 
institutions, fertiliser is the responsibility of fertiliser dealers, exten- 
sion is the responsibility of the Government; thus different institu- 
tions are performing different functions and there is no coordina- 
tion among themselves but only an harassment of the rural people. 
We have tried several measures to coordinate but in vain. Any 
kind of coordination in future will not serve our purpose. There- 
fore urgent need of the hour is the right kind of institution at the 
base level providing all types of credit, inputs and services and 
treating the rural poor as ‘Whole-man.’ Treating an individual 
as а Whole-man and meeting all his needs is gradually described 
as ‘Full Ғіпайсе”,1% 


The Full Finance to the Whole-man can be provided only by 
the FSS at the base level, which are having all the requisite ele- 
ments None of the existing three credit institutions have all these 
qualifications: Further, quest for more suitable form of PACs 
should for the present be stopped. Based on twin criteria of 
economic viability and managerial efficiencies, the FSS should be 
given a fair and long trial to operate at the primary level.” Our 
argument is fully based on the recommendations of various com- 
mittees, Dantwal Committee aptly observed ; 
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**we are fully aware of the weakness and short comings 
of the PACs and also the fact the strenuous efforts made 
to put them on sound footing have not yielded the expec- 
ted results there is no alternative to intensifying efforts to 
Strengthen them, reorganise them, revitalise them and 
wherever possible assist them to graduate into FSS.” 


Further, most recent RBI Committee?" in 1981 strongly recom- 
mended for the formation of FSS in the country, which observes : 


“we are clear that in planning the future of reorganised 
societies, no one should be unduly fettered by the existing 
concept of viability. The aim should be to transform 
them intoa single contact point in a village for all types 
of credit —develop the re-organised societies, so that they 
could evolve themselves into the pattern of FSS in regard 
to services and operations over a period of three years 
NABARD may initiate necessary steps towards drawing 
up and implementing a comprehensive scheme in this 
behalf.” 


Besides, these observations many individual studies (Dr. C.D, 
Datey іп 1974 and Dr. V. R. Joshi in 1981) have putforth a case 
for strongly organised and efficiently managed FSS in the country. 
Rural lending under Indian conditions means mass lending, giving 
small loans for different purposes for different periods in remote 
Scattered villages to the heterogeneous group of rural households. 
The nature and Magnitude of rural credit as we noticed earlier 
(Rs. 16,549 crores by NCA) is such that commercial banks and 
RRB are unable to manage efficiently within the limits of reason- 
able operational costs. Precisely for this reason FSS will have 
to be preferred by involving the more resourceful banks to finance 
them, guide them and control them, nurse them in the early years 
of their birth and help them to become ultimately self-sufficient 
institutions. 
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Genesis, Working and Review of FSS 
at the National Level 


In Chapter 1, we have reviewed and assessed the performances 
of various institutions providing agricultural credit and noted 
their limitations in moving down to the people at the base level. 
In the process of development, each constituent segment has 


developed its own characteristic features and made its contri- 
bution to the overall system of agricultural finance. In this 


Chapter, we shall discuss in detail about the Farmers’ Service 
Societies (FSS) a new segment in the institutional credit, designed 
to-meet the credit requirements of people at the base level. Thus 
this new institutional set up, is intended to fillup the gap in the 
rural credit structure. 


The National Commission on Agriculture has examined in 
depth and breadth the requirments of agriculturists and their 
problems. It came to the conclusion that the existing cooperative 
credit societies had failed to take care of small and marginal 
farmers, because the central need of the small and marginal 
farmers is not merely money but timely availability of a package 
of inputs and custom services along with technical advice and 
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supporting services such as storage, transport, marketing, pre- 
ferably through a single contract point. In realisation of this 
need, the Commission recommended in its interim report in 
1973, the organisation of FSS-one for each Tahsil/block or any 
other viable unit of convenient size with as many branches as 
required in the area to provide the Integrated Agricultural Credit 
and other allied services to the small farmers (SF), marginal 
farmers (MF), agricultural labourers (AL) and artisans. 


The National Commission on Agriculture (NCA) recommen- 
ded the establishment of a union of FSS at the district level for 
common services. The Lead Bank of the district or DCC Bank/ 
RRB would assume the leadership in organising the FSS, provide 
them technical and financial support, evolve norms and standard 
rules and procedures for their successful operation. Thus, FSS are 
the brain child or NCA. 


2.1 Unique features of FSS : 


FSS аге not merely modified cooperative credit societies 
drawing funds from their sponsoring banks and providing titbits 
to the rural people. In fact they are expected to be multipurpose, 
multi-term service societies serving the weaker sections of the 
rural community. They have a number of unique features in their 
organisation and functions. In the words of NCA — 


“Uniqueness of the FSS lies in the total responsibility it 
assumes for agro-rural developments and the requirements 
of all including small and marginal farmers and local 
artisans.” ; 
Another uniqueness lies in an attempt to utilise the suitability of 
the cooperative form of organisation at the ground level and 
blending it with the business acumen and experience of the 
commercial banks. 


FSS are designed to cover a compact area of 10 to 20 villages 
with a potential of reaching а business of Rs. 25 to 30 lakhs in 
3 to 5 years. Bigger FSS with branches are expected to touch the 
level of rupees one crore in business in about 5 to 7 years, They 
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are expected to provide all types of credit, short-term, medium- 
term and long-term, and also provide other services needed by 
their members. As such they should have linkages with financial, 
industrial, commercial and service organisations. The weaker 
sections of the farming community should have decisive voice 
in the management of the society with a greater majority of 
their number, who were largely overlooked in the PACs setup. 


Overall agricultural development cannot be achieved unless 
the small and weaker sections move from the subsistance farming 
to commercial farming. FSS are designed exclusively to help this 
class of people. FSS accept the advice, supervision and direction 
from the financing commerial bank/RRB/DCCB as a client. In 
order to ensure proper management and exclude interference 
from the vested interest, the appointment of the Managing 
Director is expected to be made by the sponsoring bank with the 
approval of the Deputy Registrar of Cooperatives in the district. 


Organisation and Functions of FSS 


FSS is а registered cooperative body. Тһе byelaws are 
expected to ensure autonomy, least departmental interference and 
efficient management. It should have thirteen members on the 
Board of Directors representing different fields. Five members 
are to be elected from the small and marginal farmers, two 
members are to be elected from other members, four members 
are to be nominated by the Government from various Depart- 
ments, One member is to be nominated from the sponsoring bank 
and the last one is to be both an ex-officio member of the Board, 
and Managing Director, appointed by the sponsoring bank. The 
M. D. is assigned more powers and has to play a crucial role 
than the paid Secretary of the old PACs. 


FSS have to perform variety of functions. First, they have 
to meet all types of credit requirements viz., Short-term, Medium- 
term and Long-Term. For this they will have to receive appli- 
cations well іп advanc2 and process them and send the Credit 
Limit Statements to th» financing bank and will have to disburse 
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the loan by cheque on the local or the nearest branch of the 
financing bank. However, for long-term loans, the financing bank 
will provide funds to the FSS for disbursement. This arrangement 
eliminates the problem of farmers moving from pillar to the post 
for different types of loans from different agencies. 


FSS have to see that farmers especially small'and marginal, 
have an easy access to the various inputs and services. It is 
proposed that they may enter into contract with the marketing 
agencies or directly undertake marketing of special produce of 
the members such as milk, eggs, ete. They are also expected to 
undertake construction of wells, minor irrigation projects, conduct 
арго-есопотіс survey, provide agricultural equipments on hired 
basis, make available the setvices of Veterinary Surgeon and soon 
and soforth. 


In order to perform these functions, FSS have to forge linkage 
with many number of institutions. First, they are supposed 
to have link with the sponsoring bank in regard to the formula- 
tion of the policy and the guide lines and the programme for 
covering large number of farmers, However, initially they are to 
be heavily dependent on sponsoring bank but eventually they 
һауе to negotiate оп terms of equality. Secondly, they are 
supposed to be in close contact with the principal dealers in the 
area for various agricultural inputs such as fertilisers, seeds, 
chemicals, sprayers, weeders, tractors, etc. Thirdly, they have to 
forge the link with various Government Departments, such as 
Agriculture Department, Animal Husbandry Department, 
Cooperative Department, Block Development Office, etc. 
Fourthly, they are also expected to forge suitable links with 
marketing societies and Food Corporation of India. They can 
act as an agent of FCI. Finally, FSS should have link with Land 
Development Banks in the area and also with LIC/GIC either as 
an agency basis or on contract basis for the benefit of their 
members, 


In а nutshell, FSS will have to be a comprehensive organi 
: FSS ave ^ gani- 
sation linking credit with agcicultaral inputs and services, cóm- 
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bing the principles of cooperation and business acumen and 
covering the entire gamut of farming activities. This base level 
innovative organisation has to be shouldered heavy responsibility 
and risk and prove to bea true friend, philospher and guide to 
the rural people. 


FSS and the State Government 

State Government as a major partner in the FSS scheme 
aiming at reaching the small farmers is supposed to contribute 
the main share capital to the extent of Rs. 50,000 per FSS and to 
nominate four members on its Board of Directors. Government is 
also expected to subsidise each FSS for an initial period of five 
years for managerial personnel on tapering basis? і. е., for first 
year 100 per cent, second year, 75 per cent, third year 50 per cent 
and full subsidy for five years in respect to technical personnel. 
Government is also supposed to give its backing to this inno- 
vative scheme of FSS at the grass root level. 


FSS and Economic Viability 

Economic viability criteria of FSS has been worked out 
differently by different authorities, such as Dr. N. V. Ratnam and 
Department of Cooperation, Government of Karnataka. 
Dr. N. V. Ratnam of National Institute of Bank Management, 
Bombay had submitted a note on the viability of FSS and finan- 
cial implication for the other agencies to the NCA. The note 
illustrates the dimension of the activities of FSS, if it is to become 
economically viable. He observes : 


“Each new FSS should aim at serving about 1000 farmers 
in the first year of its operation. By the end of the 
fifth year, it should attempt to achieve the following 
coverage : 

(1) Villages : 15 to 25 

(2) Holdings : 5000 with about 15,000 acres. 


(3) Acreage : (а) 15,000 (50 per cent of the cultivated acreage 
in command area) to be under High Yield 
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(4) Credit 
business : 


(5) Earnings 
of FSS*, : 


(6) Expendi- 
ture! : 
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Variety (HYV) at the rate of 3000 acres 
per year, plus 


(b) 75,000 acres (25 per cent of the total 
cultivated area) under local varietes. 


Rs. 68,00,000 (This is estimated at Rs. 350 
in kind, Rs. 100 іп cash per acre for HYV 
acreage and Rs. 200 per acre for local 
varieties. 


(a) on lending —Rs. 1.37 lacs 
(b) on input business - 1.04 ,, 
(с) оп custom service ЕЗ 20:30 ..,, 
Total 452.71 S, 
Surplus = ON TRER 


Government of Karnataka Norms of Economic Viability of FSS 


Karnataka is the first State in the country to accept and try 
out this new organisation in a phased manner. In June 1980, 
Karnataka had 218 FSS, out of 1577 available in India. The 
setting up ofsucha large number of FSS was partly due to 
amalgamation of defunct PACs. The PACs which were serving 
ten to twelve villages have now been allowed to form one FSS, 
Whereas, PACs which were earlier serving three to five villages 
have been allowed to amalgamate into small FSS. The norms 
fixed by the Govrnment of Karnataka are as follows : 


(a) FSS should cover a Population of not less than 10,000 
of around 2,000 families. 


(b) FSSshould have the lending potential of Rs. 25.00 


lacs, 
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(c) FSS should cover 10,000 to 15,000 acres of dry land 
under cultivation or 5,000 to 8,000 acres of wet land. 


(d) Тһе area of operation should be as far as possible 
within the radius of 10 kms. from the headquarters of 
the FSS. 4 


(e) As far as possible there should be no over lapping in 
the area of the operation of the FSS. 


The norms fixed by the Government of Karnataka are more 
feasible and realistic than the norms fixed by the NCA. 


2.0 PROGRESS OF FSS AT THE NATIONAL LEVEL 

Starting with 30 FSS in 1973-74 in SFDA areas, the numbe 
of FSS in the country has increased to 1577 which includes 665r 
Gram Panchayat Societies in Assam and 113 Sericulturist-cum- 
FSS in Karnataka, By the end of June 1978, totally 1577 FSS are 
organised as against 2520 envisaged by the NCA to be set up 
over a period of six years. Assam has the largest number of FSS 
with 665 followed by Uttar Pradesh 381, Karnataka 218, Madhya 
Pradesh 92, and Pondichery 62, Haryana, Jammu and Kashimir, 
Nagaland, Orissa, Rajasthan, Maharashtra and Tamil Nadu have 
only a few FSS. No FSS has been organised in Arunachal 
Pradesh, Meghalaya and Mizoram in the Nort-East regions and ^ 
in Punjab and Himachal Pradesh in the northern region. 


The progress made by the FSS in 1977-78 in the country can 
be seen from the following table 2. Я 


Sixty per cent of the FSS membership comprised small far- 
mers with holding upto two hectares. Effective coverage in terms 
of borrowing members was only 19 per cent in 1977-78. In the 
outstanding advances, it was at Rs. 69 crores, MT Loans wereat 
Rs. 14.70 crores which worked out to 21.3 per cent. Recovery 
performance did not materially differ from that of the old 
PACs in as much as the percentage of overdue was 38 per cent in 
1978. The value of the farm requisites distributed by the FSS was 
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TABLE 2 
Progress of FSS in India 

Particulars All FSS Average per FSS 

(Rs. in crores) (Rs. in Lakhs) 
Number of FSS 1577 = 
Membership (000) 3276 2.10 
Borrowings (000) 611 0.40 
Paidup Capital 17.30 1.10 
Deposits 6.86 0.40 
Other borrowings 59.34 3.76 
Loans issued 55.91 3.55 
Loans outstanding 69.03 4.38 
Loans overdue 26.19 1.66 


Sources ; RBI CRAFICARD Report, 1981, Chapter IV, p. 60. 


Rs. 30.88 crores and marketing operation was Rs. 4.44 crores. 
Nearly 34 percent of FSS had incurred losses in 1977-78, Another 
study by RBI in 1979-80 revealed quite interesting observations 
after studying the working of 788 FSS in the country. Those 
observations are as follows : 


(a) Number of PACs co-existed in the jurisdiction of FSS 
in some States (A. P., and Bihar) and they continued to 


disburse the credit to the farmers and thus resulting in 
overlapping of the business. 


(b) The nominees of the State Governments and sponsoring 


Banks hardly evinced adequate interest in the working 
of FSS. 


(с) The Managing Directors of a number of FSS sponsored 
by the cooperative banks were not well-qualified and 
experienced to handle efficiency the complex functions 
of these societies. 
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(d) Іп some of the FSS in Gujarat and Karnataka technical 
personnel were either withdrawn by the State Govern- 
ment or not available adequately. 


These findings reveal that there is lack of enthusiasm on the 
part of the State Governments and sponsoring banks in giving 
the scheme a fair trial. The operations of these societies failed to 
take-off for want of a minimum infrastructure and higher degree 
of managerial skill and competence. However, FSS іп Karnataka 
showed a good progress despite the teething troubles. This has 
been revealed by RBI CRAFICARD Report?, which observes— 


“the example of FSS in Karnataka amply demonstrates 
that given proper assistance and infrastructural facilities, 
these societies can certainly render a good accounts of 
themselves, 


The average lending of FSS in Karnataka worked out at Rs. 8.50 
lakhs per society in 1978-79 as per RBI 1979-80 study. In some 
FSS particularly in Bangalore and Bellary districts, it reportedly 
touched the level of Rs. 30 to 40 lakhs. However, these societies 
faced stiff competition from their own sponsoring commercial/ 
RRB Bank branches which are functioning to increase their 
deposits lending business. Because the latter are directly lending 
to the individuals in their area of operation only in cash, 
rather than in kind. Thus, FSS, are placed in a disadvantageous 
position, 


23. EVALUATION OF THE PERFORMANCE OF THE FSS: 


At the base level of the rural sector, the FSS were conceived 
as credit-cum-service agencies catering to the weaker sections, 
such as SF, MF, AL and Artisans. Structurally they are souad and 
they attuned to the problems of their clientele. But unfortunately 
they have not been given requisite aid and opportunities by the 
financing banks and the State Governments to work on the 
desired lines. Therefore, vigorous efforts must be made immedia- 
tely to improve the working of FSS, so that they can fulill the 
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social objective of serving the weaker sections with business 
acumen. 


If the State Governments and the financing banks hesitate, 
the Government of India/RBI/NABARD should prevail upon 
them to improve the FSS. Further, the quality of operations have 
to be improved to the desired extent. Time has come for under- 
taking a drive for improving the efficiency and content of the 
services. Therefore, FSS have to diversify their functions and 
augment their resources and business. 

For successful lending policies, issue of Agricultural Pass 
Books to the cultivators must be completed earlier in all the 
States. The District Development Authorities should prepare the 
programme covering the weaker sections for each FSS in the 
district under ‘District Credit Plan’, These measures will certainly 
improve the basic functioning of the FSS. These are to be 
implemented soon because FSS are looked upon as the only 
agency at the base level to deliver the goods effectively and effici- 
ently and can improve the economic conditions of the weaker 
sections. 
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(b) Travelling allowance, etc. 30,360 
(c) Godown and office expenses 

(5 godowns) 50,000 
(d) Miscellaneous office expenditure 23,200 


Total ... 2,55,360 


5. See Government of India, Planning Commission, Sixth 
Five Year Plan (1980-85), 1980, pp. 171-172. 


6. See RBI, Rural Planning and Credit Cell, Bombay, 
CRAFICARD Report Part II, Chapter V, p. 117. 


3 


Survey Design, Methodology, 
Concepts and Significance of 
Present Study 


3.1. SCOPE, OBJECTIVES AND HYPOTHESIS 


The present study is confined to the functioning of FSS in 
Bellary District (Karnataka). The scope of the study is limited to 
one class of members of the FSS viz., farmers, whose number is 
sufficiently large as evident from the empirical studies of Dr. 
Gajarajan (1977) and A. K. Mukhopadhayay (1980).1 Further, it 
is revealed? that ST loans predominated over LT loans in the FSS 
total advances, Hence, the present study is deliberately restricted 
to the study of ST credit and other services of the societies. How- 


ever, wherever necessary MT credit is also included to know the 
the real impact. 


Objectives f 
The study aims at the following objectives : 


(a) to identify the organisational frame work of the sample 
FSS and compare it with that of PACs and its counter- 


Present Study 53 


(b) 


parts in other parts of the State as well as compate it 
with the norms laid down by the Government of Karna- 
taka and the National Commission on Agriculture 
(NCA). 


To examine the pattern and extent of various services 
rendered by them. 


(c) Toevaluate the performance of each FSS with certain 
indicators. 
(4) То assess their impact on the beneficiaries particularly 
farmer borrowers vis-a-vis non-borrower farmers. 
(е) Finally to know the perception of FSS by the members 
and its management as a whole. 
Hypothesis 


The present study is intended to test the following hypothesis. 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


FSS are really an institution created for a large number 
of small farmers and marginal farmers who were by- 
passed by the old PACs. 


FSS provided ST loans to many SF and MF adequately 
and utilised as such properly. 


FSS are not just modified cooperative credit societies 
drawing funds from the financing bank and pumping 
them into rural areas. 


FSS have reached economic viability by undertaking 
various services provided in the byelaws. 


FSS adopted the scales of finance in advancing loans in 
tune with the requirements of the farmers. 


Finally, there is a reasonable impact of borrowings of 
FSS on the income generation, cropping intensity, crop- 
ping pattern and input-output ratios of the жат) 
ries vis-a-vis non-beneficiaries, 
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RESEARCH METHODOLOGY 


The present study is based on both primary and secondary 
data. Secondary data have been collected directly from the office 
of the FSS and the Office of the Deputy Registrar of Cooperative 
Societies, Bellary through prepared questionnaire/schedule type- 
‘A’. Based on the data, working of FSS have been evaluated with 
the following criteria viz. 


1. Coverage of SF and MF and other farmers 
2. Growth of share capital 


3. Various services rendered 


4. Recovery position 


5. Total turnover and net profit margin of FSS (to test the 
economic viability). 


The primary data have been collected through survey method. 
The relevant information and data have been collected through 
questionnaire/schedule type-‘B’ and Type.'C' canvassed among 
the selected sample households in the study area. Тһе method of 
personal interview has been adopted. The sample survey of borr- 
owers (100) and non-borrowers ( 100) was undertaken between the 
months of April 1983 to june 1983, when both the agricultural 
seasons, that is, Kharif and Rabi were over. However, the impact 
study from primary data is for one year 1982-83 whereas evalua- 
tion study from secondary data is for seven years i. e., 1976-83. 


To measure the relation clearly arising out of the borrowing 
from FSSs, we have used ‘Control Block Method’ choosing purpo- 
sively equal number of non-borrowers to act as control cultivators. 
It was ensured that the control cultivators resembled the borro- 
wer famers in most respects viz., land holdings, 
etc. Thus, by comparing these two types of 
measured the benefits accrued to the borrower 
borrowers. Тһе study also aims at 
gap of the SF and MF with the 


cropping pattern, 
farmers, we have 
$ vis-a-vis non- 
identifying the credit 
help of primary data. 
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Selection of Samples 


The selection of samples FSS for evaluation purpose is based 
on twin criteria viz., location and sponsorship. Out of twelve FSS 
in the district, eight have been selected representing one from each 
taluk in the district. Out of these eight FSS, one is sponsored by 
ADB of State Bank of Mysore, Bellary, one may by BDCC Bank, 
Hospet and remaining six by Tungabhadra Grameena Bank 
(TGB), Bellary. 


For selection of borrower farmers, the stratified sampling 
method is used. The number of cultivators in each size group is 
kept in proportion to their membership in the society. Regarding 
the control cultivators (100) they were randomly selected keeping 
in mind the resemblance to the borrower farmers in most 
respects. Ч ) 

Those who have borrowed credit from FSS аге treated as 
borrowers and those who have not taken any loan from any of 
the farm financing institutions during 1982-83 in the area are 
treated as non-borrowers. 


DATA ANALYSIS 


Both primary and secondary data have been analysed thro- 
ugh tabular method. Percentages, averages and ratios are made 
use of to clearly indicate the progress of FSS. While primary data 
have been processed through computer due to large number of 
samples at Gokhale Institute of Politics and Economics, Pune, the 
secondary data have been processed manually. 


Limitations of the data 


(a) One important limitation of primary data is that they 
pertain to a single agricultural year. Though, the scho- 
lar intended to collect for three years, he found it to be 
not available and hence collected data for 1982-83 only. 
With single year data it may not be possible to infer 
definitely the relationship between the borrowing and 
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the trendin agricultural production which itself is 
highly subjected to seasonal variations. 


(b) Another universal limtation lies in the fact that farmers 
generally do not maintain any records of their farm 
business, of inputs used and resulting output. The rele- 
vant information is gathered by survey method, whose 
limitations are well known to any farm management 
economist. Therefore, memory bias of farmers and 
other built in biases in the responses obtained from the 
sample house-hold, is obvious. 


DEFINITIONS OF THE CONCEPTS 
(а) Definition of Short Term Credit 


Following the All India Rural Credit Survey Report (1954), 
we have considered such loans as ST, the period of which does 
not exceed 15 months. But those repayable in five years ог less 
are treated as MT loans and all the loans exceeding the period of 
five years are considered Long Term Loans. 


(b) Definition of SF and MF 


For the classification of Sample cultivators as small, medium 
and large cultivators, we have adopted the definiton as given by 
the Government of Karnataka. Тһе” Government has defined 
holdings upto five acres or below (irrigated/rain-fed) except class-T 
irrigated land? as small and between 5.5 and 9,5 acres as medium 
and 10 acres and above as large holdings. 


(c) Definition of Cost 


For the purpose of this Study, we have adopted A, cost con- 


cept usually used in studies in farm business management. It may 
be defined, 


“А-1 cost concept is the actual cost incurred and Cash 
and Kind i. e., paid out Costs and excludes the imputed 
costs such as the inputs of family labour. 
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(d) Definition of Gross Income 


Gross income includes both farm income and non-farm 
income. Whatever the output is produced part of it might be 
consumed, therefore Gross farm income is arrived at by multi- 
plying the total quantity of output of the year by the price prevai- 
ling in the market of the same yearand net farm income is arrived 
at by substracting the total cost of cultivation from the Gross 
income. Regarding non-farm income, figures were computed as 
per the responses recorded іп the field study of the sample 


farmers. 


3.5. PROBLEM AND SIGNIFICANCE OF PRESENT STUDY 


The problem of Agricultural credit has two dimensions viz., 
supply side and demand side. On the demand side, the problem is 
to seek the best way of dealing with large number of small and 
marginal farmers who are viable, potentially viable and non- 
viable. In the case of viable farmers, agricultural credit institu- 
tions have not faced much difficulties in dealing with them, but it 
is potentially viable and non-viable small and marginal farmers 
whose difficulties are innumberable, require special attention and 
assistance. 


The potentially viable small farmers (SF) and marginal far- 
mers (MF) can become viable when loan assistance is given in 
right quantum, оп the right terms and at the right time along 
with some capital subsidy. In case of non-viable farmers, the 
problem is a gigantic one. To make them viable they have to be 
provided not only loan assistance and capital subsidy but also 
special assistance in the nature of social security. Thus, the prob- 
lem before the existing credit institutions is to deal with the first 
two categories of SF and MF (viable and potentially viable) whose 
number is sufficiently large in India. According to the Agricul- 
tural Census 1976-77, the total number of operational holdings in 
India was 8.15 million, of these marginal farmers with less than 1 
hectare of land accounted for 44.5 million or 54.5 per cent of the 
holdings and 11 per cent of the area operated. Thus, the propor- 
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tion of holdings of these two groups was 72.6 percent of the total 
operational holdings in the country. / 


Іп the past, mostly these groups were by-passed and kept 
away from the benefits of cooperative credit institutions and even 
commercial banks for long days. Owing to their poor resource 
base, they could not make fuller use of New Technology in their 
agricultural production. In fact the timely warning was sounded 
by the Rural Credit Review Committess (1969) that— 


“if the fruits of development continued to be denied to 


large sections of rural community, while prosperity accrues 
to some, the resulting tensions, social and economic, may 
not only upset but even frustrate the national efforts to 
Step-up agricultural production”. 


Therefore, this class of people could be helped in the adoption 
of New Technology by assuring them of adequate credit inputs, 
requisite guidance, marketing, storage, custom services, etc.. 
preferably under one roof so that they could become viable and 
improve their living standard. 


On the supply side of agricultural credit, different institutions 
are working in India, which came to be known as Multi-Agency 
System in the rural credit. These are : 


(a) Cooperative Credit Institutions providing Short-Term 
(ST) and Medium-Term (MT) credit through Primary 
Agricultural Credit Cooperative. Societies (PACs) and 
Long-Term (LT) credit through Land Development 
Banks (LDBs) and ST, MT and LT Credit and other 
Various services through Farmers, Service Societies 
(FSS). 


(b) Commercial Banks providing Multi-purpose and Multi- 
term credit through their specialised branches to all 
categories of people engaged in agriculture and allied 
activities, such as Agriculture Development Banks 
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(ADBs), Grama Vikas Kendras (GVKs}, Rural Service 
Centres (RSCs) and Farm Clinics, etc. 


(c) Regional Rural Banks (RRBs) providing Short and 
Medium Term credit to restricted clientele viz., SF, MF 
and other weaker sections in the rural areas. 


Thus, the problem on the supply side of the agricultural 
credit is to choose a right kind of institution at the base level of 
the economy from among these institutions. Right kind of institu- 
tion means an institution providing not only all types of credit 
but also providing inputs and supporting services to the weaker 
sections of the agricultural community, because no amount of 
credit even at the most reasonable rates can guarantee higher 
productivity, unless there is availability of complementary inputs, 
and services such as custom service, supply service, extension 
service, storage service, marketiug service, preferably at one 
contact point. 


Though, RRB is the latest innovation in the field of rural 
credit and exclusively meant for SF and МЕ, itis only а credit 
agency with limited scope to penetrate into rural sector due to lack 
of infrastructure in the rural areas. Therefore what is needed is 
credit-cum-service agency managed by an expert institution having 
the maximum number of SF and MF on its Board of Manage- 
ment. Therefore since 1973, a new approach has been envisaged 
to the problem of agricultural credit and FSS are the result of 
this line of thinking. $ 


During the last ten years thousand of FSS have been fomed in 
many parts of the country. However, itisin Karnataka State 
that the movement has gained momentum ina very big way.* 
During the middle of 1973, the Government of Karnataka took 
the Jead in establishing several FSS in the districts covered by 
Small Farmers Development Agency (SFDA) and Marginal 
Farmers and Agricultural labourers (MFAL) programmes. Nota- 
bly among those аге twenty-five FSS sponsored by the Tunga- 
bhadra Gramzena Bank (TGB), Bellary which was the first of its 
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kind to be established in Karnataka in 1975, covering Bellary and 
Raichur Districts. Next comes ten FSS sponsored by the Canara 
Bank in Bangalore District. 


In the later half of 1976, there was a break-through іп orga- 
nising FSS with the help of commercial banks, Gramin Banks and 
DCC Banks. In 1977 the State Government has gone ahead in a 
big way to organise sericulturists-cum-FSS. They are organised in 
such a way as to function like general FSS for all practical pur- 
poses with additional attention on mulberry cultivation and silk 
cocoon rearing. By 1980 one hundred and five general FSS and one 
hundred and thirteen Sericulurists-cum-FSS were formed in Kar- 
nataka. As far as the location of general FSS is concerned, none 
ofthe nineteen districts іп the State has been left-out; Raichur 
district having thirteen general FSS, occupies the first place and 
Bellary district is the second highest with twelve FSS, followed by 
Bangalore district with eleven, Bijapur district ten, South Kanara 
district nine, Tumkur and Chitradurga districts eight each, Bel- 
gaum district seven, Mysore, Hassan and Gulbarga districts four 
each, Bidar, North Kanara, Dharwar and and Shimoga districts 
three each, Chikmangalur and Coorg districts two each, Kolar and 
Mandya districts one each. 


Altogether 29 Banks are financing one or more FSS in the 
State. It is clear from the following Table-3. 


The following four factors have influenced the Scholar for 
selecting FSS in Bellary district for investigation. 


(a) FSS in Bellary district are sponsored by different agen- 
cies such as commercial bank, BDCC Bank and Gramin 
Bank. The study is intended to have a comparative 
performance of FSS sponsored by three agencies and 
identify the agency which has proved to be most able, 
economical and efficient. 


(b) Bellary district is having different types of irrigational 
facilities such as Canal Irrigation, Lift Irrigation, Tank 
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TABLE-3 
FSS in Karnataka as on June 1980 
Category of No.of No. of FSS Total 
Financing Bank Banks General Seri-cum-FSS 
1. Nationalised 
Commercial Banks 10 30 41 71 
2. SBland 
Subsidiaries 3 16 30 46 
3. Other Commercial 
Banks. 2 1 7 8 
4. Gramin Banks 2 26 6 32 
5. State Apex- 
Co-operative Bank 1 5 - 5 
6. DCC Banks 11 27 29. 56 
—————————É AE Ол 
Total 29 105, 113 218 


(c) 


(d) 


Irrigation апа Well Irrigation. The percentage of net 
irrigated area is 22 per cent which is above the State 
average of 13.7 per cent and stands fourth in the State. 
The study aims at evaluating the role played by the 
FSS in the optimum utilisation of irrigational potentia- 
lities in the district. 

In 1972, National Council of Applied Economic Re- 
search (NCAER) had investigated into the working of 
cooperative socities in Bellary district and came to the 
conclusion that cooperatives in Bellary district have not 
failed, but have not shown appreciable progress either’. 
This study seeks to find out contribution of the FSS for 
the success or otherwise of the cooperative movement 
in the district since 1972. 


Bellary district is backward from the point of overall 
development, but agriculturally well advanced in the 


62 


Farmers Societies and Agricultural Development 


State. The study seeks to investigate the role of the 
FSS in the agricultural advancement in the district. 
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FSS of the Bellary District in 
Karnataka 


41. AGRO-ECONOMIC PROFILE OF THE BELLARY 
DISTRICT 


Іп this Chapter Agro-economic profile of the Bellary district 
is started first. The period of study pertains to 1982-83 agricul- 
tural year. Then progress of all financial institutions with respect 
to agricultural finance in the district is reviewed and finally the 
Place of FSS and their progress in financing agriculture in the dis- 
trict are analysed. 

Bellary district is situa ted on the eastern edge of the Karna- 
taka State, but mid-way between its northern and southern 
extremes. It’s greatest length, as the crow-flies, from Haravi in 
Harapanahalli taluk to North-East of Siruguppa taluk is about 
187 kms. The district is situated between 14°.30 and 15%.50 
- North latitudes and 75°.40 and 77°.11 East longitudes. It is 
bounded by Raichur district in the North, Dharwar district in 


64 Farmers Societies and Agricultural Development 


the West, Chitradurga district in the South (all of Karnataka) 
and Ananthapur and Kurnool distric (of Andhrats Pradesh) in 
the East. 


As per the 1981 Census, the population of Bellary district is 
14.87 lakhs, forming 4.01 percent of the State’s population 
and an area of 9,885 sq. kms. forming 5.15 per cent of the State’s 
area. Of the total population 7.54 lakhs are males and 7.33 
lakhs are females. Number of workers constitutes 6.35 lakhs and 
non-workers 8.52 lakhs. Rural and urban population is 9.96 
lakhs and 4.91 lakhs respectively. The number of farm families 
as on June 1983, is 1.85 lakhs in the district, of which 0.76 lakh 
are small farmers, 0.52 lakh are medium farmers, 0.58 lakh are 
other farm families. Thus, majority of the farm families arc 
belonging to the small farmer’s category in the district. 


42. AGRICULTURE IN THE DISTRICT 


At the end of agriculture year 1982-83, the geographical arca 
of the district is 9.56 lakhs hectares, of which 68.1 percent is 
used for cultivation purposes!. Area under cultivation comprised, 
net area shown and fallow land which is temporarily out of culti- 
vation for various reasons. Net area shown is 55.9 percent and 
fallow land 12.2 percent. Area under forest is 12.3 percent. 
Barren and uncultivable land put to non-agricultural use 
constitutes 14.8 percent. Other cultivable land comprising perma- 
nent pastures and other grazing land, waste land accounts for 48 
percent. Thus, net area sown in the Bellary District is (55.9 
percent) above the State average (48.3 percent), reflecting the fact 
that the land is put to better use in the district.? 


Pattern of land-holdings 


As per the Agricultural Census of 1977 land-holdings in the 
Bellary District are characterised by the predominance of small- 
holdings. Nearly 50 percent of the holdings are smaller than two 
hectares in size but accounts only for 13.7 percent of the total 
area, Semi-medium holdings between two five hectares forms 
30.3 percent. Medium holdings between five to ten hectares 
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accounts for 26.4 percent and ten hectares and above. accounts 
for 29.6 percent. Thus, the predominance of small-holdings is 
reflected and inequalities in the distribution of land in the district 
is obvious. d 


Rainfall and temperature 


The district receives major portion of the rainfall from 
south-west monsoons i. e., June to September. During 1982-83 
the actual average rainfall is 724 mm., which is above the normal 
rainfall of 574.9 mm in the district. However, it is below the 
State average rainfall of 1190 mm. Therefore, Bellary district 
comes under hot-zone and the degree of temperature reaches some- 
times 45 celsius during April-May every year. During 1982-83 
the north-east monsoons i. е., October to December, and cold 
weather period of January and February are also normal. ~ 


Irrigation facilities : 


In terms of irrigation, Bellary district has improved a lot 
during the last decade. Fortunately, a number of rivers are 
flowing in the district. Bellary gets fourth rank with regards to 
land under irrigation, where the net irrigated area to the net sown 
area is 22 percent as against the State average of just 13.3 percent. 
This is due to creation of additional irrigational potential in the 
district, the total, of which comes to the tune of 10,565 hectares 
by March 1982-83. ^ 


The main rivers in the district аге Tungabhadra and its’ two 
tributaries Hagari and Chikka-Hagari. The Tungabhadra river 
enters the district near Kadathi village in Harapanahalli taluk and 
flows in the talukas of Hadagali, Hagaribommanahalli, Hospet 
and Sigaguppa. Тһе Hagari tributary enters the district іп 
Bellary Taluk. Chikka-Hagri river enters in Harapanahalli taluk 
and drains part of Harapanhalli and Hadagali talukas. Thus, out 
ofeight talukas in the district, six talukas have been drained 
partly or fully with river water. Only two talukas viz., Sandur and 
Kudligi are coming under dry/rain-fed region. However, Sandur 
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Taluk is having one medium irrigation project (Narihalla Project) 
and some tanks. Besides, it is having thick forests and hilly areas 
which ensure rainfall regularly. It is the Kudligi taluk which has 
neither of these and always worst hit by famines and droughts. 
Even though there are some wells, water in the wells is insuffi- 
cient due to drought condition. 


Besides, major irrigation project of Tungabhadra, the district 
has minor irrigation projects, viz. H. B. Halli Project in Haravi, 
Lift Irrigation projects in Hadagali, Harapanhalli and H. B. 
Halli talukas. In addition, Bhadra project (located in Chikma- 
galur District) provides irrigation to the extent of 2894 hectares 

TABLE—4 
Area irrigated by source during 1982-83 
(in hectares) 


Source Period Hectares 


Canal (1) High Level canal-13th July to 
30th December 79,813 
(2) Low Level Canal— 
(a) Perennial-June to April 6,131 
(b) Wet-June to December 7,191 
(c) Dry-cum-wet-16th December 
to 30th April 23,425 
(d) Vijayanagar canal— 7,291 
1.23,851 
Kharif Rabi Summer 
Wells (6790) 13,309 H 3390 H 8150 Hectares 24,849 
Tanks (152) 3,410 7428 2550 13,388 
Lift 
Irrigation 
(32) 8,436 1580 8436 18,452 


1,80,540 


Source: District Annual Plan 1983-84, Dept. of Agriculture, 


Govt of Karnataka 1983, p. 2. 
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in Harapanahalli taluk. Thus, Bellary District has tapped most 
of the irrigation potential in almost seven out of eight talukas and 
therefore the agriculture has advanced more in the district during 
the last decade. The extent of area irrigated from different sources 
is given below. 


The Table 4 reveals that, out of 1.80 lakhs hectares, 1.23 
lakhs hectares are being irrigated by canal forming, nearly 68.80 
percent. Well irrigation in 24,849 hectares forms 16.90 “percent. 
Tank irrigation in 13,388 hectares forms 10.70 percent. Therefore 
major protion of the land in the district is drained by Canal 
irrigation followed by well irrigation, lift irrigation and tank 
irrigation respectively. 


Among the talukas, Bellary Taluk tops the list in irrigating 
the land with an area of 59,390 hectares followed by Hospet taluk 
with 19,123 hectares, Siruguppa with 13,758 hectares, H. B. Halli 
9,807 hectares, Harapanahalli 5493 hectares, Kudligi 5150 
hectares, Hoovina Hadagali 4881 hectares and Sandur with 3801 
hectares. " : 


Cropping pattern in the district : 

The major portion of the cultivated area in the district is devoted 
to the production of food crops. During 1982-82. Out of the 
gross cultivated area of 59.52 lakhs hectares in the district, food 
crops occupies 69 percent and non-food crops constitutes 31 , 
percent. Cereals alone accounted for 56.6 percent and pulses 7.8 
percent. The major crops in the district are Hybrid Jowar, 
Hybrid Maize, Paddy, Cotton, Oil-seeds and Ragi. During 1982- 
83, cereals have been produced to the extent of 3.33 million 
tonnes, pulses 0.14 million tonnes, oil-seeds 1.05 million tonnes, 
sugar 7.19 million tonnes and cotton 1.63 bales. 


Cropping pattern is one of the factors determining the value 
of the farm out-put. Bulk of the area in the district is devoted to 
the production of Hybrid Jowar, Maize, and Paddy, whose values 
are always less, compared to the commercial crops. Therefore, 

‚ we can infer that though agricultural output is ever increasing in 
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the district, the value of the farm. products is not increasing in 
commensurate with it. Thus, cropping pattern can be attributed 
as one of the factors responsible for the low standard of living of 
the people in the district. 


Cropping intensity of the district 


Cropping intensity of the district is unsatisfactory. Though 
double cropping and multiple cropping system has been adopted 
by the farmers owing to the availability of the irrigational faci- 
lities yet it is restricted to a few places. During 1982-83, 55,500 
hectares of land was under multiple cropping as against the 
target of 59,000 hectares fixed by the Department of Agriculture 
in the district. Further itis to be noted that three crops were 
recommended to grow in 12,000 hectares of irrigated land, but 
actually raised two crops in 5,538 hectares, Similarly, in rain-fed 
areas, two crops were recommended 10 grow in 12,000 hectares 
land, but actually raised two crops іп 6,580 hectares of rain-fed 
land. This leads us to conclude that intensity of the cropping in 
the district is not satisfactory. The important reasons for this low 
intensity of crops are as follows. 


(a) Тһе long duration crops such as Sugar-cane, DCH 
Cotton, etc., are mostly raised in perennial irrigated 
area. 


(b) Most of the land under Low Level Canal comes under 
dry-cum-wet, where the supply of water is only for four 
months. 


(c) Тһе district gets normally low rain-fall which is below 
the State average and hot temperature of the district 
does not bring much monsoon to raise the crops in the 
district. 


1982 as ‘Productivity Year 


In tune with the Government of India's declaration of 1982 
as ‘Productivity Year’, the Department of Agriculture in the 
District has undertaken special programmes to help the farmers 
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in raising the agricultural productivity. Those programmes are as 
follows : 


(a) Dry land agricultural project 


This project is implemented in Н. В. Halli, Kudligi, Hoovina 
Hadageli and Harapanahalli talukas of the district in selected 
bunded blocks. Under this programme many activities were 
undertaken viz., cultivation across the slopes, improving the 
moisture infilteration and soil conservation, development of inter- | 
terracea and stabilisation of gullies, development of water ways, 
judicious use of inputs and farm forestry. 


(b) Village Adoption Scheme 


Under this programme two villages in each taluk have been 
selected with an objeet to ensure optimum possible development, 
so that they become models for neighbouring areas and to bring | 
about general increase in the agricultural production and thereby 
increase the income of the rural community. Incidently these 
villages have come under our impact study ‘of FSS which give us 
a scope to assess the scheme with the help of empirical data. 


(c) Fallow land programme 


Under this programme, the Department had proposed to 
increase the use of fallow land to the extent of 1,197 hectares of 
land, of which five percent for agricultural purposes in all the 
talukas, but the progress was only in 125.2 hectares of land, 
which is unsatisfactory. 


(d) Programme of development of Subabal 


In all the talukas this programme has been intensified. Under 
this scheme, planting of subabal trees on the farms of the farmers 
has been undertaken and 800 demonstration plots had been 
developed. Legume fodder has increased to the maximum extent 
possible. 


Owing to these schemes, 1982-83 is а special year to develop 
agriculture in the district through official machinery. These 
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favourable factors are responsible to bring overall progress in the 
development of agriculture in the district. However, very impor- 
tant favourable factor is the existence of large number of credit 
institutions in the district. No farmer can develop his agriculture 
or utilise his full potential of irrigation without credit. Therefore 
agricultural financial institutions played a catalyst role in 
dispensing credit. Among these credit institutions, Tungabhadra 
Grameena Bank (TGB) has become a major source of finance of 
agricultural activities during 1982-83. ТОВ dispensed credit to 
agriculture both directly and indirectly, indirectly it rooted 
the credit through FSS. 


4.3. INSTITUTIONAL FINANCE FOR AGRICULTURAL 
DEVELOMENT IN THE DISTRICT 


Bellary District is predominently an agricultural economy, 
* the role of financial institutions for agricultural development is 
important. Agriculture in the district has been developed through 
adoption of improved agricultural practices, use of High Yield 
Variety seeds, manures, plant protection chemicals and proper use 
of irrigational potential. The irrigation potential has increased 
from four percent in 1960-61 to twelve percent in 1970-71 
and further increased to twenty-two percent in 1980-81. As a 
. consequence of phenomenal growth in agricultural, output the 
demand for credit by the agricultural community has multiplied 
and asa result number of agricultural financial instituions has 


increased. 


Cooperative credit societies were the first to meet the | 
demands of agricultural credit in the disirict. After 1969, the 
commercia] banks were inducted into arena of agricultural 
finance. They financed both directly and indirectly to the farmers. 
From 1975 onwards, the TGB has been financing agriculturists 
in the district, consequently multi-agency approach to the agri- 
cultura] finance in the district come to be practiced, In the light 
of the development of agriculture, we shall now review the agri- 
cultural financial institutions in the district. 
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4.3.1. Cooperative Credit S ^ ieties in the District 


Cooperative credit institutions development in the district is 
more or less in tune with the development of those all over the 
country. Ав important decisions affecting the movement are being 
taken at the national level eitherby the National Cooperative 
Development Council (NCDC) or by the conferences of State 
Ministers for Cooperation, some sort of uniformity in the pro- 
gress of movement is being maintained subject to local adjust- 
ments. The degree of success achieved in different parts, depends 
upon the way how it is being implemented. 


In the case of Bellary District, the cooperative movement is 
neither a great succes nor an utter failure. NCAER, New Delhi, 
had investigated twenty PACs in Bellary District between 1961 to 
1968 and came to the conclusion that cooperatives have not 
failed in Bellary District but have not shown appreciable progress 
either. It has made several recommendations for their improve- 
ment. Those are as follows : 


(a) In order to improve the coverage of members, it has 
recommended a systematic campaign in the district 
through enlarging the societies activities, so as to bring 
into its fold the entire population‘, 


(b) In order to mobilise the savings of the public, it has 
recommended that all PACs should actively mobilise 
their own resources, not only through Share Capital 
but also through Time Deposits and other deposits. 
Managing Committee members are asked to first set an 
example by depositing their own savings. 


(c) Further, it has recommended that the Deputy Registrar 
of Cooperatives in Bellary district in collaboration with 
the President of BDCC Bank might initiate an early 
enquiry into the cause for large scale resignation of 
membership in some PACs. 


In fact these recommendations, made in 1972 have been 
neglected and as a result, а large number of credit cooperative 
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societies become defunct and weak. In between 1972-76 nothing 
had been done to improve the cooperative system in the district. 
However in September 1976, the reorganisation of the societies 
had under taken by the Deputy Registrar of Cooperatives (as per 
the order of the Government of Karnataka, Department of 
Cooperation). The re-organisation was completed by amalga- 
mating the weak and defunct societies. As a result, two types 
_of credit cooperative societies emerged in the district viz. : 


(a) Agricultural Service Cooperative Societies (ASS), 
locally called as **Vyavasaya Seva Sahakara Sangha”. 


(b) Farmer’s Service Cooperative Societies (FSS) locally 
called as **Rythara Seva Sahakari Sangha Niyamitha". 


The number of ASS is 165and that of FSS is twelve in the 
district. These two types of credit societies are governed by type 
‘A’ and type “В” byelaws® respectivly. Different byelaws and 
norms һауе been fixed for these two types of credit institutions, 
which are as follows : 


Norms for Agricultural Seryice Societies in the District 


(a) Each society should cover 5,000 acres of gross culti- 
‚ vated area. 


` (b) The area of operation should as faras possible not 
exceed a radius of eight kms. from the headquarters of 
the society. 


(c) The society should have a minimum short-term lending 
$ potential to the extent of Rs. 2.00 lakhs. 


(d) There should normally be not more than one such 
society in a village. 


(e) As far as may be there should be no overlapping in the 
area of Operation. of the cooperative societies. 


In case of cooperative societies in hilly tracts and inaccessible 
areas the above norms being relaxed to the extent necessary. 


FSS of the Bellary Візігісі я i ; 73: 


Norms for FSS in the District 


(a) The Society should cover a ` population of not less than 
10,000. 


(b) 1 should have a lending potenial of Rs. 25.00 lakhs. 


(с) И should cover 10,000 to 15,000 acres of dry land. 
under cultivation or 5,000 to 8,000 acres of wet land. 


(d) The area of opertion should as far as possible not 
exceed a radius of 10 kms from the headquarters of the 


society. 


(e) As far ав possible, there should be no overlapping in 
the area of operation of the cooperative societies. 


(f) Each society should be capable of serving at least 2,000 
families. 


Regarding the strength of the committee of the management . 
of each single cooperative society, it should be eleven in respect of 
ASS and thirteen in respect of FSS. Deputy Registrar had nomi- 
nated the President and Members for a period of three years in 
the initial period. However, they are continued till March 1983, 
as the elections to the cooperative societies are postponed by the 
Government of Karnataka. Therefore, newly elected body started 
functioning very recently. However few old nominated Presidents® 
are still continuing in some of the FSS owing to the stay order 
brought by the amalgamated society from the High Court. 


Progress of ASS 


As on June 1982, 165 ASS have the membership of 1.25 lakhs 
with a Share Capital of Rs. 124.65 lakhs and working capital of 
Rs. 831.22 lakhs. The deposit mobilisation of these societies has 
been poor. i.e., 12.84 lakhs. This shows that ASS have not 
been successful in achieving their objectives. In terms of адуап- 
ces they have provided Rs. 417.16 lakhs Short-term loans and Rs. 
9.00 lakhs Medium Term Loans. The amount recovered by these 
societies is Rs, 2.00 lakhs of ST Loan and. Rs. 5.5 lakhs of MT 
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Loans. The percentage of overdues of ST Loan and MT Loan 
works out to be 50 percent and 17.2 percent respectively. These 
societies have been running with a Paid-Secretary, who is normally 
not an expert in the field. Therefore ASS are not working proper- 
ly due to their inherent defects and deficiencies, such as improper 
Supervision, incompetent management, misuse of loans, irregular 
payment, inadequate scales, inordinate delay and inconsistent 
procedures, 


Place of FSS and their progress in the District 


FSS аге the result of the innovative efforts made by the 
Government of India on the recommendation of the National 
Commission on Agriculture (NCA) іп 1973. The special feature 
of these FSS is the involvement of more resourceful banks in their 
operation. In tune with this development, the FSS in Bellary 
District have been sponsored by different banks, such as commer- 

. dial banks, DCC bank, and Tungabhadra Grameena Bank. They 
have provided not only managerial expertise, and finance but also 
act as а friend,philosopher and guide to these FSS. 


The FSS structure, Board of Management, staffing pattern, 
lending policies and various services to be rendered are entirely 
different from that of ASS. As far as the location is concerned, 
FSS have been established in all the talukas. Totally, there are 
twelve FSS in the district, four in Bellary taluk, two in Harapana- 
halli taluk and one each in Hospet, Sandur, . Siruguppa. Kudligi, 
` Hagaribommanahalli and Hadagali talukas. Of these, twelve FSS, 
two are sponsored by BDCC Bank, Hospet-one at Sandur and 
another at R. M. Wada in Harapanahalli taluk. Two are sponso- 
red by the Commercial banks-one at Kudithini by Agricultural 
Development Bank (ADB) Branch of State Bank of Mysore, 
Bellary and another at Proper Bellary by the Syndicate Bank, 
Bellary. Remaining eight FSS are sponsored by TGB, Bellary. 
Thus, maximum number of FSS are sponsored by TGB, in the 
district. All these FSS һауе completed seven · years of their 
existence. Their progress іп the field of dispensing credit and 
Other services is satisfactory,” Between 1976 and 1982, the cove- 
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rage of membership in all FSS is 40,000. Out of which 50 percent 
belongs to SF and MF category. The Share Capital amount is 
Rs. 40.10 lakhs and working capital is Rs. 240.97 lakhs as on June 
1982. In the case of deposit mobilisation, they have lagged behind . 
and collected only Rs. 1.18 lakhs. In terms of advances, the ST 
loans are predominent. They provided Rs. 154.23 lakhs of ST loans 
and Rs. 19.71 lakhs of MT loans. The recovery position in the ` 
case of ST loans is Rs. 115.73 lakhs and that of MT loan is 
Rs. 9.89 lakhs. The percentage recovery works out at 70 and 52 of 
ST and MT loans respectively. Thus, comparatively FSS perfor- 
mance in dispensing agricultural credit in the district is far better 
than those of ASS. It is clear from the following table. 
TABLE-5 


General particulars of all credit cooperative societies in 
Bellary District as on June 30,1982. (Rs. in “000”) 


Particulars ASS FSS 
No. of Societies 165 12 
Membership 1,22,630 40,044 
Share Capital Rs. 12,467 Rs. 4,110 
Working Capital Rs. 83,122 Rs. 24,097 
Deposits Rs. 1,284 Rs. 118 
Loans Advanced 
(a ST Rs. 41,716 Rs. 15,423 
(b MT Rs. 900 Rs. 1,971 
Loans recovered- 
(a ST Rs. 33,808 Rs. 11,573 
(b) MT Rs. 789 Rs. 989 
Loans overdue 
(a) ST Rs. 20,009 Rs. 10,812 
(b) MT Rs. 1,550 Rs. 1,639 


Source: Office of the Deputy Registrar of Cooperative 
Societies, Bellary, Government of Karnataka. 
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` The special features of the FSS Нет various services rendered 
by them to the small farmers and marginal farmers. Those servi- 
ces are custom service, supply service, extension service, consumer 
service under one roof. They are not just credit agencies, dispen- 
sing credit once in a year. but they are credit-cum service agencies 
providing credit, input and other services to the rural poor. 
These FSS сап become a model cooperative institution, if they 
are capable of rendering all the services and meeting all the objec- 
tives mentioned in their bye-laws. As many as eighteen objectives 
have been mentioned in their byelaws whjch are reproduced as 
under. 


“Тһе objectives of the society shall be— 


(a) То grant short, medium and long-term loans to mem- 
bers with special preference to small and marginal far- 
mers and agricultural labourers. 


(b) То procure, purchase and supply agricultural inputs like ! 
fertilisers, seeds, manures, implements, cattle-feeds, 
pesticides, etc.,raw materials, machines, appliances, etc., 
for cottage and small scale industries undertaken by 
members and domestic requirements and other necessary 
supplies, 


(c) То procure, purchase and sell agricultural produce, 
products of occupations like milk, eggs, etc., and cot- 
tage/small-scale industrial products of its members to 
their best advantage directly or through cooperative 
marketing societies or other agencies. 


(4) То promote or own or hire agricultural processing units 
like handpounding, rice and flour mills, oil-crushers, 
etc. 


(c) To organise agricultural service activities by owning or 
hiring agricultural machnery like tractors, powertillers, 


bulldozers, sprayers and pumpsets, etc., for the benefit 
of members. 
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(0) 


(2) 


(0) 
(к) 


0) 


(m) 


(a) 


To render services for improving the breed of livestock 
of the members by owning or arranging for the provi- 
sions of stud-bulls, breeding rams, pedigree stocks, etc., 
and also to run or support a model dairy farm, etc. 


“То own ог hire godowns to provide facilities to store 


the products of agriculture und agro-based industries 
for sale ог to store the agricultural inputs meant for 
sale or for activities as are in the general interest of the 
community. 


To purchase, own or acquire or obtain on lease, land 
for the purpose of carrying on agricultural operations 
asa model farm and for the dissemination of modern 
agricultural techniques. - 


To undertake the construction of roads, sinking of 
wells, construction and repairs of buildings, tanks, 
canals, irrigation works and other job works, etc., by 
entering inte contract with the Government, local- 
bodies or individuals and execute the contract through 
or with the help of members with a view to providing 
seasonal employment. 


To organise, execute, own and maintain lift irrigation 
schemes. 


To encourage generally thrift, self-help and cooperation 
among the members. 


To open branches, depots, sale-shops and show-rooms 
and workshops, according to necessity in furtherance to 
the’objects under the byelaws. 


To provide agricultutal extension service for the benefit 

of members by employing necessary technical personnel. 

To raise funds by way of deposits and borrowings from i 
members and non-members, including cooperative and 

commercial banks, financial -institutions and the 

Government. 
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(o) To act as an agent of the Land Development Bank or 
the marketing society or processing society which has 
jurisdiction over the area of operations of the society, 
for the disbursement and recovery of long-term loans or 
the supply of agricultural inputs or consumer's goods 
or the sale of agricultural produce or products of occu- 
pations like milk, eggs, etc., as the case may be. 

(p) Generally to undertake such other activities as may be 
conducive to the promotion of economic interest of 
members, overall development of the area and the 
objects specified above as шау be approved by the 
financing banks. 


(q) To provide consumption loans to the members by fra- 
ming necessary rules duly approved by the Deputy 
Registrar of Cooperative Societies. 


(г) To provide loans to the rural artisans, petty merchants 
by framing necessary rules duly approyed by the Deputy 
Registrar of Cooperative Societies”, 


Commercial banks and agricultural credit in the district 


Commercial Banks entered the arena of agricultural finance 
only after their nationalisation in 1969. In all 173 branches of 
the banks are opérating in the district including those of 60 TGB 
branches, In addition, 28 branches of the BDCC Bank are also 
financing agriculture in the district through its societies. Besides, 
eight PLD Bank branches are supplying long-term loans to far- 
mers. It is to be noted that the total branches in the rural areas 
аге 113, in semi-urban areas 29, and in urban areas 31. Out of 
113 rural branches, 50 branches belongs to the TGB, Bellary. 


Agricultural advances of the commercial banks and other 
financial institutions in the district һауе increased from Rs. 7.67 
Crores іп 1979 to Rs. 31.13 crores in 1983, which accounts for 
68.13 percent of the total Priority sector advances; of which, the 
Crop loan is of the order of Rs. 16.85 crores®, Crop loan outlay 
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is being worked out by the District Rural Development Society 
(DRDS), on the basis of reports of technical committee, credit 
mobilisation committee and utilisation committees of the Depart- 
ment of Agriculture in the district. 


The number of bank’s branches has spread out in all the talu- 
kas according to the development of the area. Іп terms of bank 
offices, Bellary taluk tops the list with 50 bank offices, followed 
by Hospet with 37, Harapanahalli 16, бігарарра and Hadagali 15 
each, Kudligiand Sandur, 13 each and Hagari Bommanahalli 
12. 


The total advances of all the banks for all purposes as on June 
1983. is Rs. 62.90 crores, of which priority sector is allocated 
Rs. 45.69 crores i,e., 73 percent. However, advances for agriculture 
constitutes 68.13 percent, which islessthan the total priority 
sector percentage advances. The total outstanding credit made 
available by all these bank branches to the SF and MF in the 
district is Rs. 5.69 crores by June 1983. These figures reveals that 
commercial banks in the district have not contributed much to the 
benefits of small farmers and marginal farmers іп dispensing the 
credit in tune with their requirements. 


4.3.3. Tungabhadra Grameena Bank (TGB) and agricultural 
finance in the district 


If, we consider TGB as a separate entity from the commercial 
bankiug structure, it's progrees and level of achievement in regard 
to dispensing credit to SF and MF is commendable. The agricul- 
tural development ofthe two districts viz. Bellary and Raichur 
owes much to this Bank. This bank has undertaken the task of 
ameliorating the poverty inthe rural places of these two dist- 


“гісіз. Therefore, it claims the highest share under Districts Credit 


Plan of 1983-85. ТОВ feels proud in playing its benevolent role 
by coming to the rescue of the weaker sections and improving their 
economic cofiditions. The high-lights of the TGB from 1976 to 
1983 are given in the'following table: 
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TABLE-6 


Highlights of TGB in Bellary and Raichur Districts. 
(Rs. in lakhs) 


Particulars 1976 1982 
Number of branches : 20 120 
Number of beneficiaries 8,765 3,35,000 
Deposits Rs. 20.00 Rs. 1,010,00 
Advances (disbursed) Rs. 56.00 Rs. 1,480.00 
Advances (outstanding) Rs. 50.00 Rs. 1,827.00 
Income " Rs. 3.99 Из. ` 192.93 
Expenditure Rs. 3.60 Rs. 182.55 
Profit Rs, 0.37 Rs. 10.39 
Number of FSS sponsored 21 19 


Source: TGB, Bellary Annual Report, 1982 p. 3. 


-The figures іп the table 6 relate to two districts which are 
coming under its jurisdiction. If we consider separately for Bellary 
District, TGB has opened 66 branches іп the-entire district, of 
which 50 branches are in the remote villages and has advanced 


Rs. 1,202 lakhs, out of which Rs. 776 lakhs advanced to the prio- ` 


rity sector. The priority sector advances works out to 94 percent 
as on June 1983. However, the agricultural advances works out to 


81.63 percent іе. Rs. 635 lakhs. Similarly, total advances to the | 


weaker sections at Rs. 176 lakhs and outstanding credit at Rs. 493 
lakhs. These figures indicates that big cake has been given by the 
TGB to the weaker sections in the distrct. Therefore TGB has been 
reinforcing the development of agriculture through direct and 


indirect finance. Indirectly, it has been financing agriculture. 


through FSS, Previously it has financed fourteen FSS in the district, 
but two FSS, one at Sandur and another at Ragi Masal Wada in 
Harapanahalli taluk, are ceded back to the BDCC Bank, Hospet. 
This is not an encouraging trend because after rearing these soci- 
ейев for several years and improving the working conditions, once 
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again they are pushed back to the old position. This decision of 
the cooperative body is unhealthy. Therefore, Deputy Registrar of 
Cooperative, Bellary, should use his discretionary powers cautiously 
when a particular FSS is ceded back to the BDCC Bank. It is easy 
to pass a resolution in a General body meeting of any FSS, to effect 
its transfer to the BDCC Bank, but it is herculian task to rear 
such FSS and improve its functioning, since the BDCC Bank 
itself is not financially sound. Therefore at least existing FSS under 
TGB should continue and act as a model credit institutions to the 
ASS in the district. 


Notes 
1. See “Bellary District 1982-83-an Econom ic Review""-District 
Statistical Office, Bellary, 1984, pp. 3-4. 


2. See “Тһе Economic Survey, 1981-82"-Government of Karna- i 
taka, Department of Planning, Chapter II, p. 7. 


3. See “An Economic Review of Bellary District'"-Ibid. p. 
89. 


4. See page 12 of this chapter. 
5. See Karnataka Gazette-Sep. 1976, Part IX-C, pp. 1-2. 


6. Presidents of FSS at Sandurand Sanganakal іп Bellary 
taluk. 


7. As per the Annual Progress Report of FSS-office of the 
Deputy Registrar of Cooperative Socicties, Bellary, 1982 and 
1983 Annual Reports. 


8.  “Distirict Credit Plan (1983-85) and Annual Action Plan- 
1983"-Lead District Office, Syndicate Bank, Bellary. p. 
152. 


5 


Evaluation Study of Selected FSS in 
the District 


Pattern of organisation of FSS 


Experiment on improving Cooperative Credit institution on 
` new lines started іп the country іп 1973. In tune with this deve- 
. lopment the Government of Karnataka directed the Deputy 
Registrar of Cooperative Societies, Bellary to reorganise the socie- 
ties Бу way of amalgamation of the defunct and the weak credit 
cooperatives іп the district. FSS in Bellary district are the result 
of these efforts which have completed seven years of their exist- 
ence. Their progress was assessed in tke preccdirg Charter. 
Now we shall discuss about the sample FSS in the district and 
assess their functioning in tune with the objectives and norms 
outlined in the preceding chapter. 


5.1 Profile of the Sample FSS 


Out of twelve FSS in the district, eight have been selected for 
evaluation study representing one from each taluk. Out of these 
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eight FSS, six are being sponsored by TGB, Bellary, one by the 
ADB of the State Bank of Mysore, Bellary and one by the BDCC 
Bank, Hospet. All these FSS are hereafter nick named as FSS— 
A, B, C, D, E, F, G and H respectively. These FSS are introdu- 
ced in Table 7. E 


FSS—A was reorganised by amalgamating 7 PACs in the 
Kudithini area and it has now jurisdiction over seven villages 
which come under Bellary Taluk. FSS—B was the result of eight 
amalgamated PACs in the Kampli area of Hospet taluk and has 
the coverage of nine villages. FSS—C was formed with eight 
PACs at Hacholli of Sirguppa taluk and covers seventeen villages. . 
FSS—D was formed ‚Бу amalgamating ‘six PACs in the area of 
Sandur and covers as many as twenty-nine villages. These villages 
are spread over 10 kms. away from the head-quarter of FSS. As 
per the norm fixed by the Government of Karnataka, the juris- 
diction should be within the radius of 10 kms., but some villages 
are 18 kms. away from the FSS—D. Therefore this FSS does 
not adhere to the norm of the Government of Karnataka. 


FSS—E was the result of amalgamation of four PACs at 
Hosahalli in Kudligi taluk, and has jurisdiction over fourteen 
villages. FSS—F came into existence by way of amalgamation 
of four PACs at (Н. B. Halli) Hagaribommanahalli and covers 
nine villages in the area of H. B. Halli taluk. FSS—G was formed 2% 
by amalgamating nine PACs and covers fifteen villages іп Hada- 
gali area, coming under the same taluk. Finally, FSS—H was 
formed at Halavagalu by amalgamating four PACs and has juris- 
diction over seven villages of Harapanahalli taluk. 


We can observe that all the FSS under study, came into exist- 
ence by amalgamating the weak and the defunct societies and ` 
have the jurisdiction over a number of villages. Regarding the 
number of villages, Government did not fix any norm but only 
fixed the villages within the radius of 10 kms. from FSS head- 
quarter. Except—D at Sandur, remaining FSS have adhered to 
the norm laid down by the Cooperative Department. FSS—D 
Covers twenty-nine villages which are situated in hilly-tracks and 
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they are small in size and spread over in remote corner of Sandur 
taluk. Furtherit is to be noted that FSS—D was initially spon- 
sored by TGB, Bellary but later it was ceded back to the BDCC 
Bank, Hospet due to its inaccessibility and also due to political 
pressure. 


Assets and Liabilities 


In accordance with the norms that were formulated for the 
FSS, the assets and liabilities of the amalgamated PACs devolved 
on the FSS with effect from September 1976. Assets were in the 
form of office room, godowns, furniture etc., and the liabilities 
were in the form of overdues of the loans to the members of the 
previous societies. Therefore, these newly created FSS had to 
divert much energy and time in the recovery of the old debts of 
earlier societies. It is astonishing to note that the old dues that 
FSS inherited from PACs are still continuing in spite of their 
efforts to recover them. PACs seems to have advanced credit 
indiscriminately without taking proper follow-up action. Conse- 
quently, the FSS have a critical time in the management of the 
affairs more particularly in the recovery of old dues. It can be 
concluded that this additional burden on the part of the FSS has 
sapped their efficiency and affected their working. 


5.2. Constitution of the Board of Directors 


As per the byelaw 21, FSS should have thirteen members on 
the Board of Management, the details of which are as follows : 


А. Nominated Members 


(i) Four officers to be nominated by the Deputy Registrar 
of Cooperatives уіг., (a) Block Development Officer, (0) 
Assistant Director of Agriculture, (c) Assistant Director 
of Veterinary Service and (e) Assistant Registrar of 
Cooperative Societies. 


di) One nominee of the financing bank. 
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B. Elected Members 


(iii) Five—elected by the General Body from among the 
individual members, holding ‘A’ class shares and includ- 
edin the part-I of the list of members maintained by 
the society, i. e., SF, MF, AL, Artisans, and Scheduled 
Castes and Scheduled Tribes. 


(iv) Two—elected by the General Body from among indivi- 
dual members holding ‘A’ class shares and included in 
Part-II of the list of members maintained by the society 
i, e., Medium and Big Farmers and others. 


C. An Ex-Officio 


One-Managing Director as an ex-officio appointed by the 
financing Bank with the approval of Deputy Registrar 
of Cooperative Societies as per the byelaw 27. 


The President of the Board as per the norm be elected from 
amongst the small farmers and marginal farmers for a period of 
one year. In the sample FSS under study, Presidents were at 
first nominated by the Deputy Registrar of Cooperatives for a 
period of three years, but due to postponement of election for 
the cooperative institutions in the State several times, the old 
Presidents were continued in power from September 1976 to 
March 1983. In fact in FSS—D' and FSS at Sanganaka! in 
Bellary taluk, the old nominated Presidents are still continuing, 
due to the Stay Order from the High Court, brought from the 
amalgamated society. In the remaining FSS new Presidents were 
elected recently. If we observe the norm of the Department of 
Cooperation, the President must be elected from amongst elected 
SF, MF members in the Board, who must have as per the norm, 
the land-holdings below five acres and belong to the weaker sec- 
tions. But in practice out of eight FSS, four FSS Presidents do 
not genuinely belong to SF category. No doubt their land-holdings 
are below five acres but their income from other sources is high. 
In FSS—F, the President is having a Cinema Theatre, of course 
Owned by his wife. In FSS—B and FSS—C, Presidents are the 
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head of the joint family, cultivating more than five acres of land 
jointly. 


Managing Director acts as a head of the staff and Member- 
Secretary of the Board. He is empowered to convene the meet- 
ings, hold the election, pass the -resolution with majority vote, 
lookafter the day today business and is held responsible for all 
affairs of the society. In fact, Managing Director (MD) is work- 
ing according to the direction and guidance given by the financing 
bank from time to time. 


Regarding official members, nominated by the Government 
and the financing bank, most of them are nominal, None of 
them is attending the meetings convened by the MD. However, 
in FSS—A, D, F and G, some representatives from the depart- 
ment are attending occasionally. This boils down to the conclu- 
sion that nominated official members of the Board of Manage- 
ment are superfluous. Owing to their absence and also due to 
poor attendance even of the elected members, the MD acts not 
only as a Chief Manager but also virtually аз a decision maker of 
the affairs of the FSS. Therefore, there is little or no voice of 
the elected people in decision making. This might be due to the 
apathy, ignorance and fear оп the part of the elected members ` 
who normally belong to the weaker sections. 


Staffing Pattern 


Table—8 gives the profile of the staffing pattern of all FSS 
under study. As per the norms, MD is newly appointed one and 
the remaining staff belongs to the old PACs and some are deputed 
candidates from their financing bank. The table reveals that at | 
the initial years of the reorganisation in 1976—77, FSS—B, C, E 
and G were over staffed. Actually their number has been decrea- 
sing gradually (1983) owing to the rationalisation of staffing 
pattern by the respective financing banks. In the remainnig FSS 
th? nun der his actually iazreaszd over the period 1977—83. 
However in F33 —D th? num5ir of sta T 133 ce пМа2 intact. 
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Regarding (һе deputed candidates, except MD, others were 
withdrawn by their parent institution after five years. Among 
the deputed candidates, Government deputes viz. two agricultural > 
assistants and опе extension officer, were withdrawn. The with- 
drawal of their services has not affected the working of FSS.* 


Table—8 also reveals that salary and other allowances have 
increased commensurate with the work load of the FSS. However 
іп FSS—A, the percentage change іп salary corresponding to the 
increase in the number of staff, is 46¥.27 percent which is the 
highest among all the FSS. This raises some doubts about the 
influence of commercial bank’s fat salary structure as the Society 
is being sponsored by ADB of State Bank of Mysore, Bellary. 
In other FSS the change in percentage is normal. For instance, 
in FSS—G it is 326.77 percent, in FSS—C 256.69 percent, in 
FSS—E 231.50 percent and below 100 percent in other FSS. 
However, the Deputy Registrar of Cooperatives has evolved uni- 
form salary to the staff (except MD) in the district, which is to be 
implemented. 


Regarding the qualifications of the Managing Directors, 
except MD of FSS—D, all are graduates with without Diploma i 
course in Cooperation. MD of FSS—D is only a matriculate and 
holds Government Diploma in Cooperation (GDC). The remain- 
ing MDs are graduates and officers in their parent bank. For 
instance, MD іп FSS—A is B.Sc. and an officer from SBM, 
Bellary, MD in FSS—B is B.Sc. (Agri) and an ‘officer from TGB, 
Bellary, MD in FSS—C, is B. Com., GDC and an officer from 
TGB, Bellary, MD in FSS—E is B.Sc. but Supervisor from TGB. 
Bellary, MD in FSS—F,. is B.Sc, GDC and an officer from ТОВ, 
MD, in FSS—G, is M.Sc. (Horti), and an officer from TGB, 
finally MD in FSS—H, is B. A. GDC and an officer from TGB. 


TGB, Bellary deliberately deputed supervisory cadre person 
as MD to FSS—E witha view to reduce the salary burden? of 
the FSS, whose turnover is meagre. р 

From the foregoing analysis, we can infer that compared to 
the paid-secretaries of the PACs, all the MDs are better qualified 
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-and experienced in banking affairs at certain level. This seems 


~ to be a great departure from the old PACs and a strong feature 


` inthe FSS organisation and management. There is also man- 
' арена! break through in the institutional approach to the rural 
* credit and services. Therefore the expectation of NCA in this 
regard has been fulfilled by these sample FSS. 


Membership Profile 


As per the byelaw 15, there are two types of individual mem- 
‘bers of the society holding ‘A’ class shares which are distributed 
among Part I and Part II members. Part I includes all those who 
are defined as SF, MF, AL by the Registrar of Cooperative 
Societies. Part II includes all other individual members holding 
A class shares. In the FSS under study, these two types of mem- 
bers are admitted. However, in the initial years, it was a mixture 
of both old and new members. Since then there has beena 
steady increase in the membership from the various occupational 
groups such as SF, MF, AL, medium farmers (mf), big farmers 
(bf). Apart from an increase in total number a significant fea- 

“ture is that the members belonging to the SF and MF are 
gradually claiming a greater share in the volume of the total 
membership. This is revealed in Table 9. 


As on June 1983, total membership in all the FSS has exceed- 
ed the norm of the Government, fixed at 2000 families over a 
period of time. The highest number of members is at FSS—B 
with 3684, followed by FSS—G with 3589, FSS—C with 3343, 
FSS—D with 3311, FSS—H 2809, FSS—F 2496, FSS—A 2150, 
апа FSS—E with 1725. However FSS—E has not . yet reached 
the norm of the Government. 


i Total membership in all the FSS grouped together as on 
June 1983 is 22,907, which works out to an average of 2863 per 
society. With this yard stick, we can observe that out of eight 

` FSS, five FSS have the membership above the average, three FSS 

` аге nearer to the аузгаз? and 03: E33 is bolo y the avsrag? і.е. 
FSS—A. 
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In terms of SF and MF membership coverage, most of the 
FSS under study have succeeded. The total SF, MF membership 
grouped together account for 12,126 and the average works out 
to 1,515 SF, and MF per society. With this yard-stick we сап 
observe that out of eight FSS only four have above the average 
and three are nearer to the average and one is below the average 
(FSS—A). To make it more clear about the coverage of SF and 
MF, we have worked out average percentage coverage per society 
which is 52.90 percent, corresponding to the number of SF and 
MF population in the area. The highest SF and MF coverage 
is at FSS—H with 82.45 percent, followed by FSS—B with 71.60 
percent, FSS—D with 61.79 percent, FSS—C with 53.84 percent, 
FSS—E with 51.59 percent, FSS—G with 38.92 percent, FSS—F 
with 25.60 percent, and FSS—A with 18.60 percent. 


It is observed that in FSS—A, the coverage of SF and MF 
is too poor with just 400 members. If we consider the percentage 
of their membership to their population, in the area, it is meagre. 

` Their population is 21.83 percent аз on June 1983 whereas their 
percentage of membership in FSS--A is 18.60 percent. This 
reflects that FSS—A has not covered the sufficient number of SF 
and MF and includes many big and medium farmers. Therefore 
we сап conclude that except FSS—A, all the other FSS have 
succeeded in covering the maximum number of SF and MF for 
whose sake FSS came into existence. 


Growth of Share Capital from Members 


According to the byelaw 3 of the FSS the authorised capital 
of the society should be Rs. 1,00;000 made up of Rs. 60,000. “А” 
Class shares of Rs. 10 each and Rs. 40,000 “В” Class shares of 
Rs. 100 each. ‘A’ class shares will be allotted to the individuals 
above the age of eighteen. While “В” class shares will be allotted 
to the State Government and the financing Bank. 


During the period under study 1976—83; the growth of Share 
Capital from the members of the sample FSS has been erratic, 
Таз Table 9 gives the position of the growth of Share Capi- 
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ta! and also share of SF and MF from ume to time. Іп PSS—A 
the share capital increased steadily from Rs. 95,597 іп 1976—77 
to 5,95,744 in 1982—83. In the same manner, the share of SF 
and MF in the share capital increased from Rs. 5,500 to Rs. 
2,02,000 in the same period. In FSS—B the share capital decreas- 
ed. It was Rs. 43,290 in 1976—77 and declined to Rs. 26,915 in 
1983. In between 1976--83 the trend was erratic and not steady. 
During some years it increased and during some years it declined. 
This erratic change was due to frequent withdrawals of share 
amount by the members* and also due to the adjustment of share 
amount to the loan outstanding. The second reason is contrary 
tothe cooperative Act butstill it is being done in this FSS in 
order to show high percentage of recovery. However, the most 
important reason for this erratic trend was the stiff competition 
from the banking institutions in the area. More than two Bank 
branches are operating and they attract the farmers by providing 
cheap loan under the IRDP scheme and also advance loans in 
cash rather than cash and kind, a norm that is followed by FSS. 
Itis observed in the field study that farmers prefer loan in cash 
than both in cash and kind. Therefore the growth of Share 
Capital in this FSS is disheartening. With regard to the Share 
of SF and MF inthe total share capital, the same trend was 
noticed which was Rs. 30,000 in 1976—77 and declined to Rs. 
20,691 in 1982—83. Іп between 1976—83 the variation can be 
found in their percentage share to the total share capital. 


In FSS—C the same trend is observed. In 1976—77 the * 
totalshare capital was Rs. 91,186 and it declined to Rs. 64,825 
іп 1982—83. The share of SF and МЕ increased marginally 
from 26.59 percent to 38 percent, reflecting the poor performance 
of this FSS in strengthening the internal resources. 


In FSS— D there is an increasing trend from Rs. 1,14,000 in 
1976—77 to Rs. 1,54,000 іп 1982—83, but it is marginal. The 
share ofSF and МЕ оуег а period of time, however decreased 
from 85 percent to 77.97 percent in the same period. 
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In the case of FSS—E the share capital was Rs. 38,102 and 
it increased to Rs. 1,18,422 and іп the same way there was ап 
"increase in the share of SF and MF from 52 percent to 86 percent 

in the same period. One reason for this good trend was that 
there was no competition from the banking institutions and this 
` area is covered by the IRDP scheme. 


In FSS—F the share amount was Rs. 78,825 in 1976—77 
and increased marginally to Rs. 93,940 in 1982—83. In the same 
way the share of SF and MF has not increased and the percentage 
declined from 61.90 percent to 48 percent. 


In the case of FSS—G the share amount was Rs. 42,000 and 
it declined to Rs. 18,000 during the same period. The reasons 
for this erratic change are the same which -we noticed in FSS—B. 
Regarding the SF and MF share, however percentage increased 
from 38.09 percent to 47.22 percent in the same period. 


Finally in the case of FSS—H, we can observe that there was 
a steady increase both in the total share capital and also in the 
share of SF and MF in the society. The share capital increased 
from Rs. 50,000 to 2,50,000 and that of SF and MF share increa- 
sed from 70 percent to 95.05 percent during the same period. 
The success of FSS—H lies in the fact that in this area, there is 
no other banking institution, (except ТОВ branch) and FSS is 
the only agency to help the farmers by way of credit inputs and 
services. The other reasons for its success are the existence of 
Lift Irrigation schemes and IRDP schemes in this area. 


From the foregoing analysis, we can conclude that in the 

name of multi-agency approach to the tural credit the banking 
"institutions are harming the growth of FSS in the rural areas. 
Out of eight FSS under study, only three FSS (FSS—A, E and H) 
have succeeded in mopping up the resources from the members. 
two FSS (FSS—D and F) partially succeeded and the remaining 
‘three FSS (FSS—B, C and G) have utterly failed. Therefore, in 

. expanding the bank branches in the rural areas in future, a cau- 


ta 
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tious approach is needed to see that there should be one bank 
branch and one FSS. 


State Government Share Capital 


In accordance with the provision in the byelaw 6, ‘B’ Class 
shares have to be allotted to State Government ‘and financing 
bank, FSS under study have issued only to the State Government 
and not to the financing bank. The financing Bank has remained 
only a financier rather than shareholder. Finance by the finan- 
cing bank was made every year according to the demand for 
credit based on rough calculations in the area and not according 
to genuine demand for credit. 


Table 10 gives the year-wise position of the State Govern- 
ment's share capital in the individual FSS during the period: 
1976—83. 


It is observed that in some FSS there is variation in the 
amount of Share capital but in some other FSS it has remained 
constant. Out of eight FSS, only in three (FSS— A, F and Н) 
there is variation in the Government's share capital in the middle 
years. FSS—A received Rs. 18,090 іп 1976—77 and increased 
the Government's share to Rs. 58,090 in 1979—80. Іп FSS—F, 
in the first three years there was ап amount of Rs. 65,000 as- 
Government share Capital but in 1979—80 it had increased to . 


Rs. 75,000. In FSS—H Government share capital was Rs. 50,000 - 


for first four years but increased to Rs. 97,000 in 1881—82. In 
all other FSS the amount given by the Government has remained 
constant. 

We can infer from theabove that the State Government's 
ѕһаѓе amount in each FSS was more or less lump sum payment. 
It is also observed that those FSS that have done good work and 
are functioning well, have received additional share amount in 
the middle years. This is evident in FSS—A, E and H. Another 
point to be noted is that the State Government has not shown 
any liberal attitude to the FSS sponsored by the BDCC Banks. 
Thus irrespective of the sponsoring bank, the State Government's 
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share capital has been given to all the FSS in ihe district based 
on the performance. 


Deposit mobilisation 


According to the provision in the byelaw 12, the deposits 
may be received from both the members and non-members in the 
form of Current, Savings, Fixed, Recurring, Call, Home-safe and 
Chit-Fund Deposits. The terms and conditions ‘may be deter- 
mined by the Board from time to time with the ‘prior approval of 
the financing bank. 


Before amalgamation PACs, used to accept deposits. Even 
the FSS in the initial years, accepted the deposits but later they 
gave it up due to competition from the branches of commercial 
banks, cooperative bank and Tungabhadra Grameena Bank. In 
fact ТОВ, Bellary in the district directed its FSS not to mobilise the 
de posits and if at all accepted, should be transferred to its bran- 
ches in the area. This policy of financing bank is bad from the 
point of strengthening the FSS financially, because these FSS can- 
not run only on the loans given by the financing bank. Since 
their share capital is erratic, as we have noticed earlier, these 
FSS would have their own resources to develop their business and + 
become full-fledged and self-sufficient institutions. 


Miscellaneous funds 


Besides, Share capital ‘A’ and ‘B’ there are other small 
funds with the FSS. These are share fee, overdue interest, dona- 
tions from the members, dividend, equalisation fund, bad-debt 
fund etc, Some FSS maintained the funds of SFDA and DPAP - 
schemes. In FSS—F the SFDA share amount is Rs. 1,840 in 
the year 1976—77. In FSS—G there is Rs. 632 DPAP fund. 
In FSS—B there is fund from other sources to the extent of 
Rs. 16,880. 


5.3. PATTERN OF SERVICE SYSTEM 
The study of the organisational set up of the FSS reveals the 


. fact that they are structurally quite different from the PACs. Іп 
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the early PACs there were provisions for credit and input service 


М but not extension service, custom service and consumer service, 
Moreover, credit service did not include long-term loan. Medium 
term loans were also meagre for village artisans. Ultimately they 
were reduced to credit cooperative societies only. Now the FSS 
have tried to introduce the diversified credit and service system. 
The uniqueness of their organisational change lies in the compo- 
sition of Board of Directors with the majority from the weaker 
section and the financing bank sponsoring the FSS concerned, 
and involvement of State Government in providing share capital, 
physical infrastructure, overall sapervision of the working of FSS 
through Deputy Registrar of cooperative Societies and finally 
uniqueness lies in the availability of qualified and experienced 
management cadre to look after the day to day administration of 
the society. 


Though in byelaw 28 there is clear provision for Long-term 
(LT) credit service to be undertaken by the FSS, in practice none 
of them could undertake it fully. Only in FSS—B and Н of our 
study one or two members were provided LT loan for purchase 
of tractor, The Deputy Registrar has not pressurised the mana- 
_ agement to adhere to the LT loan provision. 


In the study of 166 FSS by the RBI Review Committee’ in 
1978 it is revealed that only three or less than two percent of the 
FSS resorted to LT loan as they might have thought it more risky 
than ST and-MT credit Service. 


72 5.31. Short Term Credit Service 


Short-term (ST) credit has two variants. The main compo- 
nentis crop loan. The other variants are, loans to petty traders 
who are asked to repay the loan in monthly, quarterly or half- 
yearly instalments; produce or pledge loans etc. These loans 
are not noticed in the FSS under study. In FSS—G consumption 
loan is part of ST loan provided to the weaker sections to a very 
few members. There is also a provision to give ST loans towards 


* the working capital to village artisans like Goldsmiths, Carpenters | 


Potters etc., which are to be repaid within three to six months. 
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Crop loans һауе two components, ‘A’ and “В”, “А” compo- 
nent has 40 percent of the loan to be paid in cash. “В” compo- 
nent of the loan has 60 percent to be paid in kind. Kind compo- 
nent consists of chemical fertilisers seeds and pesticides. Нуро- | 
thetication of the crop is made by the declaration at Tahsildar’s 
office under the Karnataka State Cooperative Act 1959 (Section 3) ` 
against the crop loans. Produce loan refers to a loan which is 
sanctioned against the physical deposit of agricultural produce 
with the FSS for a short period of three to six months. The FSS 
keeps them in its godown as security. The consumption loans 
are sanctioned for specified consumption purposes and they are of 
short duration. 


The Short-term loans of FSS under study for various periods 
and the number of borrowers are presented in the table 11. It is 
evident that both the number of borrowers and the amount 
borrowed varied very distinctly in all the FSS. 


In FSS—A there is a steady increase in the amount advanced 
for all the years. In 1976--77 it was Rs. 11.00 lakhs and 
increased to Rs. 41.03 lakhs in 1982—83 but the number of 
borrowers varied distinctly within the range of 265—500. In 
FSS—B we can observe the same trend. The ST loans of Rs. 5.07 
lakhs was advanced іп 1976—77 and it steadily increased to 10.50 | 
lakhs in 1982—83. While the number of borrowers varied 
distinctly between 158 and 388. 


In FSS—C there is no steady increase in the ST loans borro- 
wing but varied between 2.88 lakhs and 12.22 lakhs. However 
there is steady increase in the number of borrowers from 126 to 
330 іп the same period (1976—83). This sort of trend reflects 
the fluctuating demand for ST credit in the area. Perhaps the 
important reason for this sort of trend is the caution taken by 
the FSS in granting loans to the members who were not regular 
in repayment. 4 


In FSS—D there is a steady increase in the amount advanced 
from Rs. 0.35 lakhs to Rs. 3.25 lakhs, In terms of number of | 


: 


. 
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borrowers, it varied distinctly between 820 and 1423 members. 
Interestingly the number of borrowers in the first year was more 
and in later years the number gradually decreased. This reflects the 
liberal policy of FSS in advancing ST loans in the initial years. 


In the case of FSS—E inspite of general backwardness of the 
area in which it is situated there is a steady increase both in the 
number and amount borrowed. The number of borrowers increa- 
sed from 210 to 350 and the amount borrowed increased from 

“ Rs. 1.02 lakhs to Rs. 3.86 lakhs in the same period. The reason 
for the steady increase is the assistance given to FSS by SFDA 
authority in the area. 


In FSS—F the steady trend is observed in both the number 
of borrowers and the amount borrowed for the first five years. 
In sixth and seventh years, there is variation between number and 
amount borrowed. The number varied between 207 and 377 and 
the amount varied between Rs. 1.94 lakhs and 8.60 lakhs. 


In FSS—G there is no steady trend in both the cases. In 
the case of amount borrowed the fluctuation is observed between 
2.50 lakhs and Rs. 11.50 lakhs. In the case of number of bor- 
rowers the fluctuations is between 162 and 423. An important 
point to be noted is that FSS—G granted loan liberally in the 
initial years of FSS (as in the case of FSS—D). It has advanced 
Rs. 3.15 lakhs a mong 423 members in the initial year. 


r Finally, in FSS—H there isa steady increase except during 
one year 1978—79, in both the number of borrowers and the 
amount borrowed. The number increased from 150 to 650 and 
amount borrowed increased from Rs. 2.50 lakhs to Rs. 13.20 
lakhs during the same period. 


From the foregoing analysis we can conclude that out of 
eight FSS only two FSS (FSS—A апа E) һауе a steady increase 
in the amount borrowed and number of borrowers for all the 
years, In four FSS—FSS-B, C, D and H) there is marginal change 


and little variation in both the cases. While in two FSS (FSS—F - 


and G) there is frequent variation bothin the number and amount 
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borrowed. This sort of variation between the years reflects four 
important points. 


a. Liberal grant of loan in the initial years of FSS 


b. Caution taken by FSS in granting loans to those who are 
not regular in repayment. 

с. Unawarness of the members about their exact credit 
requirements. 

d. Rough estimation of the ST credit demand "based on the 
rule of the thumb. 


If we measure the ST loan lending by each FSS оп an aver- 
age basis, we will get a clear idea about the lending policy. The 
average ST lending per society works out to Rs. 47.00 lakhs. Out 
of eight societies under study, only four FSS (FSS—A, B, C and 
H) have more than average lending of Rs. 47,00 lakhs over а 
period of seven years. Two more FSS (FSS— —F and Сб) are 


nearer to the average lending and the remaining two FSS (FSS— | 


D and E) are below the average. The FSS— D advanced Rs. 7.85 + 


lakhs being the least of all FSS lending. Surprisingly this FSS . 


advanced such a small amount to over 7471 members due to two 
reasons— є 
а. Pressure from political big-wigs to lend loan to as many 
people аз possible since it is sponsored by BDCC Bank, 

Hospet, and i 


b. The IRDP scheme and the Government subsidy scheme | 


pressurised the society to scatter the loan on to so many 
people. 


The FSS—E which also advanced loans below average i. e. 
15.75 lakhs has not reached the average lending potential. 
Though ít is sponsored by TGB, Bellary, its poor lending is attri- 
buted to the general backwardness of the агеа.5 However, com- 
pared to FSS— D, its lending is actually double. This reflects that 
the kind of sponsorship or the typ» of banksponsoring does 
matter in financial discipline of the FSS. 


2 
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Among the best FSS in lending potential, FSS—H tops the 
list by advancing Rs. 420.15 lakhs over a period to 2080 mem- 
bers. Next comes FSS=A which advanced Rs. 147.73 lakhs to 
2495 borrower-members. These two FSS are sponsored by TGB 
and ADB of State Bank of Mysore, Bellary respectively. These 
financing banks have always an eye on the lending and recovery 
of loans by their FSS. The officials from these financing banks 
frequently visit and inspect the FSS. Thus, we can infer that the 
kind of sponsorship is importantin proper functioning of the 
FSS. 


Share of Small Farmers (SF) and Marginal Farmers (MF) in 
the Short-Term (ST) Loan 


The very objective of forming FSS in the district was to 
coverlarge number of SF and MF into its fold, who were by- 
passed by the old PACs. To what extent this objective is being ` 
fulfilled by the FSS under study is clear from the table no 12. 


Among the eight FSS, FSS—H has covered maximum num- 
ber of SF and MF and. provided a big cake of Rs, 30.00 lakhs to 
1880 SF members, forming 74.72 percent of the total ST loan 
lending. On the contrary, a little cake of Rs. 14.46 lakhs is 
provided by FSS—A to 705 SF and MF members forming just 
10.57 percent of the total ST lending." This reflects that FSS—A | 
has not done any justice to this class of people in the name of 
financial discipline. The most important reason for this State of 
affairs is the pressure from the sponsoring bank to lend with more 
caution. Sponsoring bank beinga commercial bank, imposed 
the commercial principle оп FSS—A at the cost of social objec- 
tive of catering to. the neglected sector. If we go by total lending 
of the FSS, we may be misled as the best FSS, lending maximum. 
of Rs. 136.73 lakhs to all the members but it is to be noted that 
FSS is not just credit society but credit-cum-service agency meant 
for SF and MF. Since this FSS has neglected SF and MF we 
can infer that sponsorship by commercial banks cannot do full 
Justice to SF and MF in the district. 
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Regarding other FSS, they have maintained the proportion 
between total lending and lending to SF and MF, total number 
of borrowers and SF and MF borrowers. Accordingly, the ST 
loan cake is distributed by these FSS as follows. 


(a) In FSS—B the number of SF and MF borrowers are 
67.49 percent but amount borrowed by them is 58.46 
percent. 


(b) In FSS—C the number of SF and MF is 67.06 percent, 
the amount borrowed by them is 54.19 percent. 

(c) In FSS—D, the number of SF and MF is 63.95 percent 

but the amount borrowed by them is 66.75 percent, 

In FSS—E the number of SF and MF is 83.08 percent 

but the amount borrowed by them is 62:85 percent. ` 

(e) In FSS—F the number of SF and MF is 43.70 percent 
but the amount borrowed by them is 43.46 percent. 

(f) In FSS—G the numher of SF and MF is 40.04 percent 
but the amount borrowed by them is 39.74 percent. 


(d 


= 


From the foregoing analysis we сап observe that most of 
the FSS in the area of our study have really met the objective of 
lending to the weaker sections of the farming community for 
which they came into existence. 


However, there аге two extreme cases observed in the study, 
One extreme is that FSS—A advanced less amount of loan to SF 
and MF, owing їо the influence of its parent bank which is a 
commercial bank. This FSS stressed more on the financial | 
discipline at the cost of social justice. Another extreme is that 
FSS—D scattered its lending to too many SF and MF only with 
an object of serving the poor class in the name of social justice: | 
atthe cost of financial discipline. This FSS is being sponsored. 
by the BDCC Bank which has not paid full attention to FSS len- 
ding and recovery position. 


In between these two extreme cases, the remaining six FSS 
have followed a golden mean in covering SF and MF and advan- 


106 : Farmer Societies and Agricultural Developmen 


cing ST loans. All these are Sponsored by TGB Bellary. Thus, 

- wecan infer that FSS sponsored by the Grameena Bank in the 
District. have an edge over of FSS sponsored either by the com- 
mercial bank or BDCC Bank. Further, it is to be noted that these 
FSS have imbibed the principle of social justice and financial 
discipline in their operation. 


It is observed that both the number of borrowers and the 
amount borrowed varied distinctly in all the FSS reflecting the 
policy of liberal grant of loan at One time and caution taken to 
lend more at another time. Further, it is revealed that estimation 
of the ST credit demand was based on the rule of the thumb and 
has no systematic survey of demand for credit every year. There- 
fore the advances of ST loans were sporadic and arbitrary. 


5.3.2. Extension Service 


. Extension service has two main facets viz., advisory service 
and material service, and it mayagain be both direct and indirect. 
One of the important features of the FSS is the emphasis on the 
promotion of extension service for the benefit of the members by 
employing necessary technical staff. This service is expected to 
be supported by a group of technical persons who have to go to 
the fields for advising: the members about the technical matters 
4 and also іп the application of various HY V techniques through 
demonstration, workshop, seminar, etc, Therefore, extension 
Service isa bundle of Services at the FSS level, but in practice, 
-Most of the FSS under Study have no extension staff. In FSS-A 
there is one Extension Officer, In the initial years of their exist- 
ence the Government of Karnataka deputed to all the FSS two 
Gramasevakas and one Extension Officer for a period of three 
‚ years. From the fourth year, their services were withdrawn Бу 
the Department of Agriculture, Surprisingly, however this with- 
drawal has not affected the FSs,8 because these deputed staff did 
not evince as much interest as they evinced in their salary and 
allowances, Further, the FSS at Present do not feel it necessary 
fo һауа а deputed staff. However, we can say that the import- 
&nce of Extension Officer or technical expert cannot be ruled out 
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in the rural areas where the farmers аге yet to be communicated 
the new developments in the agriculture. What is needed is 
technical person huving knowledge both in agricultural sciences 
and veterinary sciences. In this case B.Sc. (Agri) graduates 
should not be preferred. The Diploma holder in the above 
subject is enough from the view point of reducing the salary 
burden as well as providing the extension service to the members 
of the FSS. 


5.3.3. Custom Service 


The custom service has became more meaningful with the 
variety of service items and operations at the FSS level. The FSS . 
under study have undertaken some of these functions, table-13 
presents the picture of this service. However, not allthe FSS 
have undertaken this Custom Service. А few have undertaken 
but are satisfied with having one ог two sprayers and weeders 
and no FSS has undertaken the tractor service. In FSS—B 
sprayers and weeders are sold out to their members and earned 
an income a margin of Rs. 17,000. In the same way FSS—C 
earned Rs. 5,063. However, FSS—E earned Rs. 6,400 by way of 
rent on five implements for three years, The remaining FSS 
have not undertaken this service even though the byelaw provides 
for such service. 3 


Thus, we can infer that custom services in the FSS are in 
adequate and not encouraging. The reason for this sort of 
tendency is the problem of repair of such machines when they 
go out of order in the rural areas. Therefore, unless there is a 
person to repair them, this service cannot be expected to increase 
to a greater extent. However, it should be noted that in the irri- 
gated areas, sufficient sprayers and weeders are available on rental 
basis to the small farmers. Therefore what is urgently needed is 
a tractor service station at the cheaper rate by the FSS to the 
members, 


5.3.4. Consumers Service 


The byelaw provides that the FSS should supply essential 
^. 80045 for the consumption of the members. Accordingly, most 
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* of the FSS have undertaken consumer goods business by storing 


them in their godowns. They supply two types of essential goods 
viz., controlled and non-controlled. Controlled goods are mainly 
Rice, Wheat, Sugar, бой, etc. The non-controlled goods are 
Cloth, Milk and Eggs and also produce of the farmers. 


The sale proceeds of consumer service in the sample FSS are 


С related to (a) provision sale, (b) cloth sale, (c) milk and others. 


Among the eight FSS under study, seven FSS have undertaken 


_ опе or the other types of consumers’ sale. It is only in FSS—C 


М such service is absent. In fact this service should have been 


undertaken by the FSS—C where it is urgently needed, because 
members are travelling to the taluk headquarters? for this service, 


In FSS—A only sale of provision was undertaken in the 
initial years. Тһе total sale proceeds was Rs. 1.21 lakhs. Later 


it was discontinued since a separate consumer's co-operative 


Society was started in the area. In FSS—B all the three items 
Of service were undertaken. The total sale proceeds for all the 
years worked out to Rs. 14.21 lakhs. Іп FSS—D only cloth and 


“milk of their members were sold out, whose value for all the years 


was Rs. 4.98 lakhs, Recently, the sale of provisions is undertaken 


by this FSS. In FSS—E only two items viz., sale of provisions 
and cloth were undertaken, whose value was of the order of 
Rs. 9.61 lakhs for all the years. In FSS—F only two items viz., 
sale of provisions and cloth were undertaken. However, sale of 
milk was started recently. The total sale proceeds were the 
second highest among the various FSS i. e., Rs. 15.25 lakhs.. [п 
FSS—G only one item viz., sale of provision was undertaken but 


‘surprisingly it was first the highest among the various FSS in 
' rendering consumers service whose total value was of the order 


of Rs. 20.36 lakhs, In FSS—H, the sale of cloth was undertaken 
and two other items of service were absent, whose value was of 
the order of Rs. 5.70 lakhs. Owing to the problem of storage, 
the other two items were not undertaken. Recently, this FSS has 


| Constructed а godown and it is reported by the MD that those 


- tWo remaining items of service will be undertaken shortly. 
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The impression regarding the consumer service of all the FSS 
under study is that no FSS has ever attempted sincerely to pro- 
vide all the items of service in all the years to all the members. 
Unfortunately where the service is acutely felt it was absent. For 
example, FSSC and H are situated more than 30 kms away 
from the business centre or taluk headquarter. The FSS—A is 
situated 10 kms away from Bellary, which is district headquarter. 
FSS-B is situated in a business centre. FSS-D, F and G are situa- 
ted in a taluk place. FSS—E though away from taluk place is 
providing all the services. Therefore itis in FSS—C and H 
where consumers services have to be started апа. toned up 
gradually, 


5.3.5. Supply Service 


In order to facilitate the use of New Technology in agricul- 


ture the FSS are supposed to actas procurement and supply 
centres for new inputs like fertilisers, seeds, chemicals, farm 
implements, etc. It was reported that the supply of these inputs 
was not restricted only to the members of the society but open 
to others as well. The members who received the crop loan were 
supplied fertilisers to the extent of 60 percent of the kind compo- 
nent. The other members and non-members were allowed to 
purchase fertilisers in ready cash. Тһе table-14 shows the posi- 
tion of value of procurement and supply of fertilisers, seeds, and 
plant protection chemicals by all the FSS. 


Іп FSS —А the procurement and supply of these inputs was 
very high during the period under study. It purchased all the 
three items of inputs viz., fertilisers, seeds and pesticides, whose 
sale proceeds were Rs. 118.53 lakhs, Rs. 4.96 lakhs and Rs. 28.93 
lakhs respectively. The total comes to Rs. 152.42 lakehs for seven 
years period. It isthe highest among the sale proceeds of all 
the FSS under study. The least sale proceeds of these inputs can 


be found in FSS—D, where only first two items уі2,, fertilisers ' 


and seeds were purchased and sold out to (һе members and non- 
members. It supplied fertilisers worth Rs. 21.25 lakhs and seeds 
worth Rs. 1.90 lakhs and total was Rs. 23.15 lakhs. 
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In FSS—B there was bulk purchase of fertilisers and plant 
protection chemicals than seeds as the farmers of this area grow 
sugar-cane extensively. The total sale proceeds worked out to 
Rs. 88.62 lakhs consisting of Rs. 87.26 lakhs for fertilisers 
Rs. 1.35 lakhs for pesticides, and Rs. 0.01 lakhs for seeds. 


Тп FSS—C there was purchase and sale of all the three items 

for five years and only fertilisers and seeds for two years. The 

. total sale proceeds worked ош to Rs. 89.10 lakhs comprising 

Rs. 85.54 lakhs for fertilisers and Rs. 1.13 lakhs for seeds and 

Rs. 2.43 lakhs for pesticides. In FSS—E all the three items were 

purchased and sold to members. The total sale proceeds were 

Rs. 24.72 lakhs which consisted of Rs, 24.14 lakhs for fertilisers, 
Rs. 0.19 lakh for seeds and Rs. 0.39 lakh for pesticides. 


In FSS—F again all the three items were purchased and sold 

. Outat Rs. 42.51 lakhs which consisted of Rs. 29.04 lakhs for 

fertilisers, Rs. 9.73 lakhs for seeds and Rs. 3.74 lakhs for pesti- 

cides. In FSS—G all the three items were purchased and supplied 

for all the years. The sale proceeds came to Rs. 51.97 lakhs, 

consisting of Rs. 41.87 lakhs for fertilisers, Rs. 5.13 lakhs for 

seeds and Rs. 4.99 lakhs for pesticides. In FSS—H same three 

items were purchased and supplied. The total sale proceeds were 

» Rs. 42.55 lakhs which comprised Rs. 23.25 lakhs for fertilisers, 
Rs. 10.35 lakhs for seeds and Rs. 8.95 lakhs for pesticides. 


Among the three items, the fertiliser purchase and sale was 
high in all the FSS. Next come the seeds and pesticides respec- 
tively. The dealings in the purchase and sale of these inputs 
depended on the demand for them in the area. Since most of 
the FSS are situated in the irrigated area, (except FSS—D and 
Е) demand for the inputs was very high and accordingly the sale 
proceeds, increased tremendously. However, the most important 
reason for sucha big purchase and sale of fertilisers was the 
demand from both the members and non-members in the area. 
In FSS—D there was less demand for these inputs due to less 
land under cultivation and also due to the existence of mines, 
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forest and hilly-tracks. In FSS—E there маз less demand due (о 
dry and rainfed land conditions. 


Among the various services, the supply service of all FSS is 
appreciable which is regular and more beneficial to һе members 
and non-members. In most ofthe FSS all the three items were 
supplied at lower rate than prevailing in the-market. Further, 
it is to be noted that FSS, A, B, С F and б have опе retail sale 
depot in their interior villages. These depots have ensured easy 
and quick accessibility for the required inputs. Therefore, we can 
say that if the supply of new inputs to the beneficiaries and 
absorption thereof, are any guide, it is agreeable that the extent 
of adoption of technology is considerably high on all the items of 
new technology, in most of the FSS areas, 


5.4.1. Performance of sample FSS with some Indicators 


In this section an attempt has been made to present an 
analysis of the performance of the FSS, The analysis is based 


on the findings already made in the earlier sections under the 
classified functions of FSS viz., the membership, credit service, 
custom service, supply and service, and consumers service. Under 
each major function there are a few ramifications also. In order to 
sharpen the focus of the analysis and also to test the hypotheses ' 
made in'the chapter—III under each item, a set of performance 
indicators has been evolved to identify the peptone with 
Special reference to SF and MF. , 


Performance Indicators 
The following factors are taken ав performance indicators of 
the FSS. 
(a) Percentage of SF, MF in the area and their membership 
in the FSS. 
(b) Percentage of SF, MF share capital to the total 
share capital of the FSS. 


(c) Percentage of SF, MF borrowers in the number and 
amount borrowed from FSS. 
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(d) Percentage of recovery of each FSS during the period | 

under study. 

(е) Economic viability as per the criteria of the Е : 

of Karnataka and net profit margin of the FSS. 

In terms of first indicator, the performance of FSS under | 

study is satisfactory. This is clear from the table—15, most of 

the FSS have covered maximum percentage of SF and MF into 

their fold corresponding to the total population in their area. 

Among those, FSS—H has covered the highest number of SF and - 

MF with 82.45 percent as against their total population of 76.92 

percent in the area. Тһе least coverage is in FSS— A with 18.60 
percent as against 21.85 percent of their population in the area. 


Іп FSS— В the percentage coverage is satisfactory with 71.60. - 
percent as against 49.10 percent of their population іп the area. 
In FSS— C also the coverage is more than their population it has 
covered 53.84 percent of SF and МЕ while their percentage to | 
the total population is 45.20 percent. In FSS— D the same trend 
is observed, as against 39.94 percent of SF and MF members to 
the total population, 61,79 percent are SF and MF in the FSS. 
In FSS--E the coverage is 51.59 percent as against just 7 percent 
of their population in the area. Compared to the FSS—H the 
coverage of SF and MF in FSS—E is remarkable. In FSS—F 
the coverage is less than their population i. е., 25.60 percent as 
. against 37.68 percent of their population in the area. Therefore, | 
this society has to strive hard to cover maximum number of SF 
and MF. In FSS—G the same trend is observed. It has covered 
only 38.9 percent as against 49.10 percent of their population to 


the total population in the area. 
Thus, we can infer that out of eight FSS, five FSS have 


covered SF and MF more than their proportion to the total popu- 
lation in the area. Three FSS are nearer to the proportion. 
Therefore, most .of the FSS have covered maximum number of 
SF and MF into their fold and justified our first hypothesis that” 
“FSS are really an institution, 
created for large number of 
small and marginal farmers." 
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In terms of second indicator performance is also equally 
good. In most of the FSS, the share of SF and MF to the share 
capital is satisfactory. Out of eight FSS; highest contribution of 
SF and MF was 95.05 percent in FSS-H, being highest in the 
district, followed by FSS—B, C, D, E, Е, б with 76.89 percent; 
38.07 percent, 77.99 percent, 68.13 percent, 48.53 percent and 
47.22 percent respectively. However, the figures are relating 
to 1982—83 period only. Тһе least contribution is in FSS— A 
with 36.92 percent due to less number of SF and MF in the 
society. This leads us to the conclusion that share capital deduc- 
tion of 10 percent common to all is adhered even to the SF and 
MF in the area, even though there is a provision to deduct only 
5 percent for them. In fact this 10 percent deduction has become 
a big problem to the farmers in most of the FSS as the share 
amount gets neither divided (due to loss of FSS) nor fixed sum as 
reward (due to absence of provision is Co-operative Act). This 
aspect is discussed in detail in the next chapter. 


In terms of third indicator, the performance of FSS is again 
satisfactory. The number of SF and MF borrowers and amount 
borrowed in each FSS is substantially high (except FSS—A). Іп 
FSS—A the number of SF and MF borrowers is 32.94 percent 
and amount borrowed is just 10,52 percent of Short-Term loan 
advanced by the society over a period 1976 to 1983. We have 
already concluded that FSS—A has done the same mistake as old 
PACs did in the past by way of giving maximum cake in the ST 
loan to the medium and big farmers. 


In remaining FSS, the percentage of SF and MF borrowers 
and amount borrowed by them is more or less satisfactory. 


Our second hypothesis that “ST loans were provided toa 
large number SF and MF by most of the FSS” is justified. 

In terms of fourth indicator, the performance is far 
better in most of the FSS. Percentage recovery of ST loan 
in each FSS during the period under study is almost satisfactory. 
The highest percentage recovery of ST loan could be found іп 
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FSS—B where it was 77.14 percent, followed by FSS—C 76.62 
- percent, FSS—A 74.07 percent, FSS—E 71.35 percent, FSS—D 
51.00 percent, FSS—H 50.00 percent, FSS—F 49.55 percent, and 
FSS—G 48.20 percent. This is clear from the table—16. 


The lowest recovery percentage is at FSS— G with just 48,20 
percent which is not even half the loan advanced. The poor 
recovery of the loan was attributed to two reasons, viz., (a) dry/ 
rain-fed land in the jurisdiction of the FSS, (b) political interfer- 
ence particularly by the Directors in the Management. The first 
reason is only an excuse or a pretext because compared (о FSS—D 
and E, FSS—G has more irrigated land in its jurisdiction. There- 
fore its poor recovery is only due to second reason. The table— 17 

, gives the land under irrigation under different FSS areas. 

Therefore, FSS—G seems to be embedded with political pulls 
and pressures. This is also evident in 1983—84 period when 
General Body meetings were held twice in a yearto resolve whether 
FSS—G be retained. in ТОВ ог ceded back to the BDCC Bank. 
Fortunately, in the second General Body meeting, it was resolved 
unanimously to retain it under the TGB, Bellary. The remaining 
FSS have done their bestto recover the ST loan outstanding. 
The best recovery performance could be found in four FSS viz., 
FSS—A, B, C and E where the percentage is more than seventy, 
while in FSS—D, Е and Н the percentage recovery is more or 
less fifty percent. This leads us to the conclusion that the per- 
formance of FSS under study have improved a lot in recovery of. 
loan, compared to the old PACs which did not cross even 50 

` percent.? Therefore our third hypothesis that— 


“FSS are not just modified co-operative 
activities, drawing funds from the 
financing bank and pumping credit 
into the rural areas” 


is justified. This good performance of the recovery is due to four 
reasons. 


(a) Supervision of the end use ofthe credit by the FSS 
staff. 
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(by Timely follow up and recovery of the dues. 
(c) Little or no chance of political interference. 


(d) Special attention of the financing bank on the recovery 
` performance of the FSS. 


Interms of fifth and last indicator, the performance of the 
FSS is Not Satisfactory. This is clear from the two yard sticks, 
viz., (a) economic viability criterian of the Government of Karna- 
taka, Department of Co-operation, and (b) Net profit margin of 
the FSS over a period of time. 


As perthe norm fixed by the Department of Co-operation, 
FSS should have the lending potential of. Rs. 25 lakhs to become 
viable." With this yard stick the performance seems to be very 
роог. Out of eight FSS only FSS—A has reached the lending 
potential and remaining seven are below the norm. To focus 
more about the viability aspect, we have worked out an "average 
lending potential per FSS fora period 1976 to 1983, which is 
presented in the table—18. With this yard-stick, FSS—A is 
economically viable with Rs. 43.88 lakhs (average lending). FSS-B 
and C are nearer to the viability norm in that they have Rs. 20.04 
and Rs. 20.98 lakhs average lending respectively and remaining 
five FSS are non-viable which have not crossed even Rs. 20.00 
lakhs average lending. ч 
However, FSS are not just credit institutions, they are credit- 
‚ cum-service agencies and it is essential to consider the other servi- 
ces rendered by the FSS. With this yard stick, we can conclude 
that out of eight FSS, three FSS viz., FSS—A, B andC have 
become viable and remaining are non-viable. The lowest average 
turnover’ іп all the services is found in FSS—D and E with 
Rs. 6.76 lakhs and Rs. 8.81 lakhs respectively. The poor perfor- 
mance of these two FSS is due to general backwardness of the 
area, but т FSS—F,G and Н onsidering the availability of 
. irrigation, transport, ete., there is [ап ample scope for improving 
the irperformance, у 
Ву th» 522921 yard sticky viz., пм рол mirgia of the FSS, 
none of the FSS has 5143421 this noen УИС is revealed by 
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Table—19. In the first year of their establishment, all FSS 
incurred loss. During the second year, five FSS are under net 
profit margin. During the third year again five FSS earned 
profit. In the fourth year, seven FSS earned the net profit. In 
the fifth year, three FSS have earned the net profit margin. In 
the sixth year, seven FSS have earned the net profit margin. In 
the seventh year, again there is net profit margin in all FSS due to 
the concession on penal interest of the co-operative overdues 
extended by the Government of Karnataka during 1982—83 and 
1983—84. This leads us to the conclude that net profit margin 
of the FSS though improved has not been steady. In has remained 
below the expected level. Therefore, even after the seven years 
of their existence FSS are striving hard to become economically 
‚ viable. Our fourth hypothesis that 

“FSS have reached the economic viability 

by undertaking all the services provided 

in the byelaws” 


is not justified. 


Most of the FSS are handicaped in enlarging their business 
by way of limited internal strength in terms of finance, manpower 
and management. Peahaps the important reason is the stiff 
competition from the banking sector for the credit service of the 
FSS, the private dealers in supply service of the FSS.in the area. 
Though, the objective of the FSS is to serve mainly the weaker 
sections viz, SF, MF, AL and Artisans with financial, material 
` and advice, yet it has other aim i. е., to do business that fetches 
certain margin of profit to expand the existing and additional 
operations. 


The general recovery position of the loans indicates improve- 
mentin this pursuit, probably due to the productive investment 
oftheloan finance. The same pursuit is needed in the business 
ofthe FSS so asto become economically viable. However, it 
was reported by MDs," the financing banks particularly TGB 
and commercial bank do not encourge the FSS to undertake 
business іп а big way as it involves risk, This trend is dishear- 


— À 
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tening to note. Ап encouragement from the financing bank is 

needed in this direction, The study records that even TGB which” 
has made comparatively better service to (һе rural community 

through its FSS is still interested. only in deploying its resources 

among the rural poor with an intention to get them back imme- 

diately with interest. Its objective is to help the farmers only in 

providing funds to meet their working expenses. It is not fully 

interested in the real development of the rural economy by provi- 

ding funds for the purchase of durable equipments such as trac- 

tors, which are very much needed by the agricultural community 

in order to modernise agriculture. Hence, there is a need for 

change in the policy and outlook of the financing banks. Such- 
a change will. go a long way in improving the operational effici- 

ency of the FSS and can prove to be multipurpose and multi- 

service institution. 


Notes : 
1. Which is not under our study. 
2. As observed in the filed study of the area. 
3. Gross salary of the MD is Rs. 800/- per month 


4. Ву keeping minimum of Rs. 11|-as membership fee. 


5. Contrary to the findings of A. K. Mukhopadhyaya, . 
“FSS, a case study in Karnataka, Monograph—1 NIRD, 
Hyderabad, 1980, p. 104, where DCC banks sponsored 
FSS have received a liberal share amouut from the 
State Government. 


6. Rural Planning and eredit Cell, 1978—79. 


7. Hosahalliin Kudligi taluk which is the most backward 
taluk in the district. 


8. As evident from the responses of MDs as well as mem- 


bers in the field study. 
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Siruguppa which is 31 kms. away from FSS—C 
See NCEAR Report 1972, op. cit. pp. 199—126 


Economic viability of FSS was fixed by NCA at Rs. 68 
lakhs per society. 


At the time of field study. 


Impact Study of Sample FSS 


6.1. Profile of the Sample Borrowers and Non-borrowers 

In order to assess the impact of loans borrowed from the FSS | l 
on the beneficiaries, a field survey was conducted in the jurisdic- 
tion of the selected FSS. The study comprised 200 sample house- 
holds, 100 borrowers farmers (BF) and 100 non-borrower farmers 
(NBF). Among them 60° per cent belonged to small farmers, 


730 per cent medium farmers and 10 percent big farmers category. 


NBF were treated as non-beneficiaries who acted as “Control 
Cultivators”. The responses of the farmers were recorded in the 


' pre-tested scheduled type, “В” and ‘C’. 


In order to have a meaningful comparison between BF and 
МВЕ, farmers were selected so as to resemble each other in most. 
respects such as in landholdings, in family size, irrigation facilities 


. etc. The Table-20 provides the picture of their resemblances. It is 


clear from the table that small farmers of ВЕ category cultivated 
171.6 acres of land апа that of NBF category 162.6 acres. The 
average land holding works out to Бе 2.9 and 2.7 acres respecti- 
vely. The family size of two categories are 388 and 391 persons 


- whose average works out to be 6.5 and 6.5 members respectively. - 
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The medium farmers of BF and NBF category cultivated 192.5 - 
and 186.0 acres of land. The average land;holdings is 6.4 and 6.2 
respectively. Similarly the big farmers of bolh categories cultiva- 
ted a total land of 121.00 and 124.00 acres and the average is 12.1 | 

- and 12.4 respectively. The family size of the medium farmers is ` 
in close resemblance i. e., 192 and 196 persons and the average is 


6.4 and 6.5 persons for BF and NBF category respectively. Simi- | 
larly, the family size of the big farmers in both the categories is 79 | 


and 76 members and the average of which is 7.9 and 7.6 members 
respectively, Therefore, the clear resemblance between the two 
categories of the farmers in most respects paved the way for com- 
parison and in obtaining the results. 


TABLE 20 


Average landholdings according to size Group 


‘Farmers Total Avera, ; Total Average 
cultivated cultivated persons family 
area area in family size 


Borrower Farmers (ВЕ) : ` 


60 171.6 2.9 388 6.5 
30 192.5 6.4 192 6.4 
10 121.0 12.1 79 7.9 
Total 
100 485.1 4.9 659. 6.6 
Non-Borrower Farmers (NBF) : А 
^ 60 162.5 27 391 6.5 
"20 186.0 ` 6.9 196 6.5 ( 
10 124.0 — 12.4 76 7.6 E 
m cM TN MEE о 


100 412.5 47 663 6.6 
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6.2. Findings and Results on Cropping Pattern, Cost of Cultivation 
and Income Analysis : 


An important finding of the study relates to cropping pattern. 
The Table-21 indicates that there is a difference between the BF’s 
cropping pattern and NBF's cropping pattern, where the former 
grows mostly commercial crops such as Sugar-cane, Cotton (DCH) 
Groundnut while the latter grows mostly Hybrid Jowar, Italian 
Millet, Bajra, local Cotton, etc. Hybrid Cottonis grown in 63.5 
acres by 27 BF but 8 NBF have grown the same crops on 31.00 
acres, Similarly, groundnut is grown in 103.5 acres by 39 ВЕ | 
whereas 33 NBF reported 79.5 acres. On the other hand, local jowar 
is grown by 31 NBF on 75.5 acres but 15 BF grew the same on 37 
acres, The Italian Millet is mostly grown by 7. NBF (than BF) in- 
22.5 acres. Similarly Bajra is grown by 16 NBF on 46 acres while 
11 NBF grew the same on 21.5 acres. The proportion of different 
crops to the total cropped area varied between the two groups. It 
is BF category farmers whose proportion of crop is higher than 
the NBF category farmers. We can notice high percentage of pro- 
portion of crops in groundnut, paddy, hybrid cotton and sugar- 
cane mostly grown by BF. 


Thus, we can infer from these trends that the BF cropping 
pattern is mostly towards growing cash crops. This might have 
been due to the loans borrowed from the society which are to be | 
repaid in time. The NBF cropping pattern is influenced by the 
necessity of the family members and hence they mostly grew the 
food crops. Therefore, borrowings from the FSS have their impact 
on the cropping pattern of its borrower-members. 

The cropping intensity between the two categories of farmers 
does not differ much, However, it is less in the case of 
BF category than NBF category. This seems to be a strange result 
but it is true. The cropping intensity of BF is 0.98 while that of 
NBF is 1,00. The less intensity! of BF is due to three important 
reasons уі2., 

(a) Most of the crops grown by the BF are of long duration 

such as. Sugar-cane, DCH cotton and Spanish ground- 
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nut. Sugar-cane requires at least 10 months duration, 
DCH cotton requires six months and Spanish ground- 
nut requires five months duration. 


(b) Some crops like Groundnut and Hybrid Maize grown 
by BF have been mostly in dry-cum-wet area where the 
canal water is supplied only for four months (from 
December to April) and hence they grow only crops, 
particularly in Bellary and Sirguppa talukas of Bellary 
District. 


(c) Western part of the district comprising Hadagali, Hara- 


panahalli and Hagaribommanahalli talukas have Lift ` 


Irrigation schemes of the Government of Karnataka 

(Department of Irrigation). These Lift Irrigation projects 

are not functioning properly. The water supply in these 

areas is sometimes irregular and insufficient and hence 
р the farmers of these areas grow only two crops. 


The Table-21 indicates the cropping intensity, gross cropped 
area, cultivated area during the study period (1982-83) of both BF 
and NBF. The gross cropped area of BF category is 476.6 acres 
as against the cultivated area of 485.1 acres. In respect NBF cate- 
gory, the gross cropped area and the cultivated area are same i. e., 
472.5 acres. The intensity works out at 0.98 for BF and 1.00 for 
-NBF respectively. The NBF are utilising the land more intensively 
than BF, as they are raising short duration crops and hence the 
intensity of cultivation is more. 


Analysis of cost structure is presented in Table-22. The crop- 
wise per acre cost of cultivation for dry area and irrigated area is 
worked out separately in the study. The variation is found in the 
per acre cost of cultivation in dry areas between BF and NBF 
categories in most of the crops. For example, the cost of cultiva- 
tion for Hybrid Jowar is Rs. 596 for BF and Rs. 472.93 for NBF. 
In respect of Hybrid Cotton it is Rs. 554 for BF and Rs. 500 for 
NBF. In the case of Groundnut, the cost of cultivation for BF is 
Rs. 907 and for МВЕ is Rs, 998. For all the crops taken together 
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TABLE 21 


Cropping pattern and cropping intensity among borrowers 
LLL 


Particulars Group-1 Group-2 
х (0.5 асгеѕ) f (5.1-9.5 acres) 
Borro- Non- Borro- Non- 
wers borro- ° wers borro- 
wers wers 


No. Area No. Area No. Area No. Area, 
р 
I, Cropping 
pattern : y 


Hy. Jowar 20 357 21 430 15 475 14 440 
Local Томат 8 165 21 400 Ч 312/5/23584:.25.5 
Hy. Cotton 15.325 3 100 8 200 
Loc. Cotton АЛТА 915 17:20 1 3.0 
Groundnut 14 25.0 


ox 
© 


= 
an 
N 
ae 
с 
— 
a 
ы 
Ca 
м 
қ. 
> 
w 
ше 
e 
f ма Or о ON. UC tA 


Paddy 12 275 6 155 10 405 9 390 
Sugar-cane Але Ча = ОАО 7.0 
Italian-Millet 0 0 2.5935 065153271910 
Maize 0 0 1 3.0 0 0 0 
Others 9:513.5: 55:6: 11-0 - 545) 03:047798 20.0 

II. Total ; 

Cropped area 60 169.6 60 16.25 30 188.0 30 186.0 10 
III. Total 

cultivated 

area. 207100: 29 LOLS! 5 192.5 — 186.0 — 
1У. Cropping 

intensity 0:992. = 10542820007 2 L0 — 


(Contd...) 


& * 
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(Table 21 Contd.) 
and non-borrowers under different size groups in study area. 


Particulars Group-3 % age to Total ^ 
. (10 and more acres) Total [a 


Еч. 5 borro- Non- Total Total | 
: wers borro- borrowers non-borrowers 
wers 
я Area No. Area No. Area %rage of No. Area % age of” 

қ cropped cropped 
" агеа. агеа 


I Cropping pattern 


Hy. Jowar 29.0 6 35.0 40 112.2 23.54 41 122.0 25.82 
Local Jowar 90 2 100 15 38.0 7.73 31 75.5 1597 
Hy. Cotton 11.0 4 180 27 63.5 13.32 8 31.0 6.56 
“Loe, Cotten 90.0 — 5 155 325 5 125 264 
Groundnut 30.0 4 210 39 103.5 21.71 33 79.5 16.82. 
Paddy . 1,101 50-25 850 17.83 16 59.5 12.59% 
Sugar-cane 6.01 10.0 Ш 33.4 7.00 6 220 4.65 
Italian-Millet 0 2 100 0 0 0 7 255 4Л6 
: Maz | 40 0 01 40 084 1 30 06 
s Others 40 2 150 Ш 215 .456 16 460 9.73 
у П. Total а | 
Cropped area 119.0 10 124.0 100 476.6 100.00 100 472.5 100.00 
III. Total i 
cultivated : 
area. — 121.0 — 1240 — 4851 — E 0: 472,5 8 


IV. Cropping 
intensity ^ 0.98 — 1.0 — 0.98 — - 1.00. — 


ж 
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TABLE 22 


Per acre cropwise cost of cultivation, according to size group 
among all the sample households in study area : 


Crop Group-1 
Borrowers 


(5 acres) Group-2 (5.1-9.50) 


Non- '  Borrowers Моп- 
Borrowers borrowers 


Hy. Jowar 748.96 
L. Jowar 407.87 
Hy. Cotton 2383.08 
L. Cotton 366.67 
Groundnut 1420.80 
Hy. Paddy 2015.45 
Sugarcane 3050.74 
Italian Millet — 


Maize — 
Others 607.93 
Average 1492.97 
Crop Group-3 
Borrowers 


578.49 504.95 481.59 

508.50 484.00 371.18 
3375.00 2022.00 _ 800.00 

469.47 1300.00 180.00 — 


108217 1018.35 928.45 ` 


2016.77 1924.07 1992.31 
2800.00 2514.29 2685.71 


Hy. Jowar 788.97 
L. Jowar 486.67 
Hy. Cotton 1340.91 
L.Cotton 410.00 
Groundnut 1179.17 


Ну. Paddy 1737.05 


Sugarcane 1555.00 
Italian Millet — 

Maize 1000.00 
Others 500.00 
Average 1058.27 


300.00 = 3544) 
1770.00 -= -- 
558.64 723.00 471.12 
1015.78 1264.63 944.45 
(10 and more) Total 
Non- Borrowers Моп- 
borrowers borrowers 
465.71 655.99 511.19 


350.00 451.58. 441.13 
1027.22 2088.82 1762.58 
E 512.26 400.00 
1511.43 1162.18 1126.92 
1250.00 1916.24 1936.30 
1930.00 2557.19 2368.18 


235.00 2 292.89 
= 1000.00 177.00 
340.00 603.49 449.30 


830.89 1294.36 939.34 
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the cost of cultivation is Rs. 597.02 for BF and Rs. -527.31 for 
NBF in dry areas. 


In the irrigated area, the per acre cost of production for all 
crops presented іп Table-21 (а) is Rs. 1615 for ВЕ, Rs. 1716 for 
NBF. Individual crop of cultivation also gives the same result. 
The cost of cultivation of Hy. jowar for BF is Rs. 712 апа for 
NBF Rs. 794. In respect of groundnut the cost of cultivation is 
Rs. 1310 for BF and Rs. 1275 for NBF. In case of sugarcane the 
cost of cultivation is Rs. 2557 for BF and Rs. 2368 for NBF. 
Therefore, there is cost advantage to the borrowers of the FSS in 
respect of allcrops except sugarcane. This cost advantage is 
mainly due to cheap and regular supply of fertilisers, seeds and 
chemicals, sprayers, weeders, etc. by the FSS. This cost advantage 
is not available to the NBF category and, therefore, we can con- 
clude that there is real and reasonable impact of the FSS on the 
beneficiaries. 


However, if we take together the cost of cultivation іп dry 
area as well as irrigated area, the per acre cost is more to BF than 
NBF category. For example. the cost of cultivation is Rs. 1294.36 
for all crops for BF and Rs. 939.34 for NBF. The same result is 
obtained even for different crops. Thus, we can infer that high 
cost of cultivation is found in BF category. 

The inter:group study of the cost of cultivation gives another 
interesting result. 


(a) The small farmers group in ВЕ category has incurred 
less cost i. e., Rs. 1814 for all crops in irrigated area 
than the small farmer group in NBF category i. e. 
Rs, 2124. 


(b). The medium farmers group in BF category has incurred 


Rs. 1615 while the same group іп NBF has spent Rs. 
1644. 


(c) Тһе big farmers group in ВЕ category has incurred 
Rs. 1253 while NBF big farmers have spent Rs. 
1353 for all crops in irrigated area. 


| 


4 


терш 
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TABLE 22 (а) | 


Per acre cropwise cost of cultivation, according to size group 
among the sample households Irrigated area 


(кін su IT LAE PE dT 
Crop Group-1 5 асгеб Group-2 5.01-9.50 acres 
; ' Borrowers Non- Borrowers Non- 
borrowers borrowers 
Hy. Jowar 798.20 1030.00 563.88 505.38 
L. Cotton 560.00 250.00 550.00 950.00 
Hy. Cotton 2506.56 3375.00 2145.41 800.00 
L. Cotton 800.00 - 1300.00 = 
Groundnut 1440.42 1781.25 1296.44 1209.14 
Ну. Paddy 2015.45 2016.77 2042.00 1992.31 
Sugar-cane 3050.75 2800.00 2514.29 1685.71 
Italian Millet — - = P 
Maize — — Т ые, 
Others 1323.33 1275.00 720.00 500.00 


Average 1814.99 2124.23 1615.40 1644.05 
Total 


perenne ayes a aa 
Crop Group-3 10 and more Total 


Borrowers Non- Borrowers Non- 


borrowers ` borrowers 
Hy.Jowar 900.00 - 712.52 794.83 
L. Cotton | 530.00 - 544,55 670.00 
Ну. Сойоп 1494.44 1230.00 2234.31 2005.38 \ 
L. Cotton - - 1085.71 - 
Groundnut 1161.84 1021.82 1085,71 - 
Ну. Paddy 1737.06 1250.00 1969.88 1936.30 
Sugar-cane 1555.00 1930.00 2557.19 2368.18 
Italian Millet — — - - 
Maize 1000.00 = 1000.00 - 
Others 500.00 - 879.57 758.33 
Average. 1253.27 1353.34 1615.26 1716.92 


г 
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, 2 TABLE 22 (b) 


Per acre-cropwise cost of cultivation, according to size group 
among the sample households dry area. 


кастор” Group-1 5 acres Group-2 5.1-9.50 acres 
1 Borrowers Non- Borrowers Non- 
borrowers borrowers 
Hy. Jowar 633.93 475.09 442.17 477.47 
L. Jowar 359.20 515.13 471.43 335.00 
Hy.Cotton 500.00 - ` 500.00 — 
L. Cotton 150.00 7 469.47 — 180.00 
. Groundnut 950.00 709.33 711.69 655.56 
_ Hy. Paddy e 2% 450.00 = 
Sugar-cane - - - - 
Italian Millet — 0000 rie nt 354.44 
Maize - 1770.00 - - 
Others 286.00 487.00 — 467.92 
Average — 421.6 54830 — 585.00 45545 —— 
Total 
Crop Group-3 10 and more Total 
Borrowers Non- Borrowers Non- 


ж) = Borrowers borrowers 
. Ну. Jowar 746.67 465.72 596.58 472.93 


L.Jowar |. 432.50 350.00 413.70 433.29 
Hy. Cotton 650.00 500.00 554.55 500.00 

‚1. Cotton 410.00 - 345.00 . 400.00 
Groundnut 1209.09 2050.00 907.11 998.60 
Hy. Paddy - о- 450.00 — 
Sugar-cane — - —. E -- 

` Italian Millet - 235.00 - 292.89 
Maize - | — - 1770.00 
Others - 340.00 _ 186.00 42773 

Average 759.57 591.18 597.02 527.31 
Total 
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Table-22 (b) presents the high cost of cultivation in dry areas 
for medium and big farmers in ВЕ category than those of NBF . 
category. Thus, we can conclude small farmers of BF category 
whether in dry area or in irrigated area have incurred less cost of 
cultivation compared to the same group in NBF category. This ^ 


reflects the advantages enjoyed by the small farmers from. the _ 


FSS. Thus the existence of FSS with greater emphasis on small 
farmer's development is really appreciable. | 

The Table-23 presents the Income Analysis of the sample 
farmers. The gross income of the sample households is arrived at 
by clubbing the gross farm income and non-farm income of the 
family. With this end in view the income pattern is analysed, It 
is found that there is alot of difference between the income of 
BF category and the income of NBF category. The total income 
of small farmers in BF category is Rs. 4,09,334 while that of small 
farmers of NBF is Rs. 2,36,757. Similarly, the medium farmers of 
BF category have the income of Rs. 3,50,235 whereas same group 
іп NBF have Rs. 2,30,630. But surprisingly the big farmers of 
both the categories have the total income of Rs. 1,79,400 and Rs. 
1,79,850 respectively which is more or less same. 

This leads us to conclusion that while the small and medium, 
farmers of BF category haye earned sufficient income over their 
counter-parts, the big farmers did not. It is true even if we analyse 
the income іп terms of averages. Table-23 also indicates that the 
average income of small farmers in BF category is Rs. 6822 and 
in NBE category Rs. 3945. In respeet of medium farmers.of BF 
category the average income is Rs. 11,674 and that of NBF cate- 
gory average income is Rs. 7687. The average income of the big 
farmers in the BF category is Rs. 17,940 and in NBF itis Rs. 17, 
985. The per acre income analysis, between the two categories of 
farmers clearly indicates that the borrowers group claimed high 
income per acre than NBF. It is Rs. 2385, Rs. 1819, Rs. 1482 for 
group I, II and Ш in BF category and Rs. 1456, 1239 and 1450 
in case of group I, II and Ш of the NBF category. Therefore, we * 
can infer that BF have benefitted much.from thz borrowings of 
FSS. 
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In terms of non-farm income it із the NBF category who 
have earned more income than the BF. 


(a) Тһе small farmers group of BF category have the non- 
farm income of Rs. 38,310 while that of small farmers 
of NBF have Rs. 87,140. 


(b) The medium farmers of BF have the non-farm income 
of Rs. 3480 while that of medium farmers of NBF have 
Rs. 32,720. 


(c) Тһе Ыр farmers of BF category have the non-farm 
income of Rs, 2,400 while that of NBF category have 
Rs. 25,000. 


These figures reveal the fact that BF category have given 
greater attention to their farming activities while NBF cate- 
gory have given greater attention to the non-farming activities. 


6.3. Analysis of borrowing and repayment : 

Timely borrowing and repayment position of. the members 
reflects the better financial condition of the FSS. The sound len- 
ding policy of the FSS can be visualised only when there is ade- 
quate and timely advances to the borrowers and timely repayment 
of the loan Бу the borrowers. If there is no such repayment, FSS 
will have to face the problem of recycling of the fund. The analy- 
sis of borrowing and repayment in this section pertains to the 
small, Medium and Big Farmers of the BF category alone. There- 
fore the comparison of the amount borrowed, repaid, and outstan- 
ding is within the sub-groups of the same category. 


The Table-24 indicates the amount borrowed, repaid and 
loans outstanding and percentage utilisation of loan by the Small 
Medium and Big Farmers. It is found that the 5Е borrowed total 
amount of Rs. 1,83,350, the m.f. borrowed total amount of Rs. 
1,49, 450 and the Big Farmes borrowed total amount of Rr. 86, 
500. From this it is indicated that the SF, got bigger chunk of 
finance from the FSS than the other two categories. In terms of 
average borrowing per farmers itis the Big farmer who got big 
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‘share. For example, the average borrowing of SF is - Rs. 3,055 
that of m. f. is Rs. 4,981 and those of Big Farmers is Rs. 8,650. 
Tt leads us to the conclusion that though the total loan amount 
borrowed by the Big farmers is less, its average is more. This 
- reflects that a few Big farmers һауе cornered the loan borrowing 
from the FSS. A 


In respect of repayment of loans а! the Big farmers have 
repaid the entire loan. Out of sixty SF, fifty-five have repaid the 
loan and of the thirty medium farmers, 25 have repaid the loan. 
| Accordingly, the loan outstanding іп the small farmers group is 
- Rs. 13,750 and medium farmers (m. f.) group is Rs. 19,350. The 
overall borrowing the repayment by various groups is satisfactory. 


—. Hence, the FSS have succeeded in recycling of their funds. 


Analysis of the Credit Gap 


Credit is often a key element in the modernisation of agricul- 
` ture. Credit can remove not only the financial constraints but, 
may also accelerate the adoption of new technologles. Hence, pro 
vision of credit specially to small and marginal farmers, isa 
. mecessary condition for realising the potentialities of modern 
` technological improvements. However, the supply of credit by the 
institutions is always inadequate and does not meet the actual 
‘expenses of the farms and thus credit gap arises in many cases. 
` The analysis of the credit gap іп this section partains to sample 
borrowers of the FSS. The credit gap in this study has been 
Obtained in two ways viz., 


(a) The amount borrowed from the FSS minus the actual 
expenditure incurred on the field by different sub- 
groups such as SF, m.f. and Big farmers; and 


(b) Тһе difference between the per acre cost of cultivation 
and the per acre scales of finance adopted by the FSS 
during the period 1982-83. 


The Table-25 provides information regarding the credit gap 
of the first nature. It is found that the amount borrowed by all 
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TABLE 24 


Classification of loans borrowed, repaid and outstanding by. у 
size holding group. 


Group-I Group-II 
Family Sum Average Fam. Sum Average 
Borrowed 60. 183350 3055.83 30 149450 4981.67. 
Repaid 55 169600 3083.64 25 130100 5204.00 
Outstanding 7 13750 1964.28 6 19350 3225.00 . 
Огоир-Ш Total ; 
“Fam. Sum Average Fam. Sum Average 
Borrowed 10. 86500 8650.00 100 419300 4193.00 
Repaid 10 86500 8650.00 90 386200 4291.11 
Outstanding ^ — — - 13 :33100 254615 
TABLE 25 


Per Farmer and рег gross cropped acre credit gap under 
different size groups for borrowers. 


Size No. of | Gross Cash Amount Credit Per farmer 
Groups Farmers Croppéd expen- borrowed gap cash 


area diture expendi- 
(acres) incur- true 
red uni 5 
(in Rs.) 


Group-l ` 60 169.6 253208 183350 69858 4220.14 
Group-2 30 1880 237750 149450 88300 7925.00 
Group-3 10 1190 125935 86500 29435 12593.50 
Average 100 476.66 616893 419300 197593 . 6168.93 


Per Farmers Per gross cropped acre 
Size Amount Credit Cash Amount Credit 
Groups borrowed gap expendi- borrowed бар 
true 


Group-l. 3055.83 1164.31 1492.98 1081.08 411.90 
Group-2 4981.67 2943.33 1264.63 734495 469.68 
Group-3 8650.00: 3943.50 1058.28 726.89 331.39. ` 
Average 419300 197493 1295.72 880.69 415.03 
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sub-groups is Rs. 4,19,300, while actual expenditure incurred by 

“all on the field is Rs. 6,16,893, Therefore, the credit gap is Rs 1,97, 
593 total expanses of Rs. 6.16,893 the amount borrowed Rs. 4,19, 
300) Within the sub-groups the credit gap varied. The gap for SF 
is Rs. 69,858 (total expenses of Rs. 2,53,208- amount borrowed Rs. 
1,83,350) for medium farmers is Rs. 88,300 (total expenses of Rs. 
2,37,750- the amount borrowed Rs. 1,49,450) and for the big 
farmers gap is Rs. 39,435 (total expenses of Rs. 1,25,935- amount 
borrowed Rs. 86, 500). 


It is clear that the credit gap is more to the medium farmers, 
and less to small and big farmers. In order to sharpen the analysis 
credit gap per farmer and per gross cropped acre is worked out. 
It is found that per farmer credit gap for SF is Rs. 1164 and for 
m.f. it is Rs. 2,943 and for big farmers it is Rs. 3,943. Per gross 
cropped acre credit gap for SF is Rs. 411, for medium farmers 
Rs. 469 and for big farmers Rs. 331. Thus, credit gap is found in 
all the groups with varying degrees. Therefore, lending policy of 
the FSS is not in tune with the requirements of the farmers. 


The credit gap of the second type is provided separately for 
dry and irrigated areas in Table-26 and Table-26 (a) respectively. 
In this case scales of finance adopted by FSS is compared wity 


the per acre cost of cultivation. It is found that in dry areas the. 


credit gap for Hy. Jowar is Rs. 196.46 per acre. For local jowar 
itis Rs. 63.70, for groundnut it is Rs. 307.11. However, surplus is 
found in the case of local cotton the tune of Rs. 155.00. It means 

Ў ‘farmers have, borrowed more (ог local cotton than what they 
required. 


In the irrigated area, the credit gap is Rs. 130 for groundnut, 
Rs. 566 for paddy and Rs. 200 for maize. However, in the case, of 
Hy. jowar, cotton there is surplus and for sugar-cane neither deficit 
nor surplus. Thus, we can conclude that credit gap existed in 
many cases. Therefore the hypothesis is that Е 


“the FSS adopted the suitable scales of finance іп advan- 
cing loans” 
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TABLE 26 


Cropwise credit gap in the borrowing households under diffe- 
rent size groups in dry area j 


Crop Scale of finance Actual average farm expen- 
recommended diture Incurred К 
by DTC during 
82-83 


Dry Group-1 Group- Group. 3 
A+B=Total : 


Hy. Jowar 1004-300—400 633.93 442.17 746.67 
L. Jowar 100--250=:350 352.20 471.43 432.50 


Hy. Cotton — - 500.00 500.00 650.00. 
L. Cotton 200--300--500 150.00 - 410.00 
Groundnut 300--300—600 950.00 777.69 1209.09 
Ну. Paddy - - 
Sugar-cane - - 
Italian- 
Millets 100--300--400 - 
Maize 100+300= 400 - 
Others - 286.00 - 
Credit gap 
Crop Total Group-] | Group-2 Group-3 Total 
Hy. 596.58 233.98 42.17 346.67 196.46 
Jowar : 
L. Jowar 413.70 9.20 121.43 82.50. 63.7 
Hy. Cotton 554.55 = - = 
L. Cotton 345.00 --350.00 --90 --155 
Ground- 
nut 907.11 350.00 177.69 609.09 307.11 
Hy. Paddy a 
Sugar-cane C 
Italian 
Millets - 
Maize 


Others 286.00 EA 
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TABLE 26 (а) 


Сгор Scale of finance Actual average farm expenditure 
recommended incurred 
by DTC during 
82-83 
Dry Group-1 Group. 2 Group-3 
A+B=Total 
“Hy. Jowar 3004-600—900 79820 563.88 900.00 - 
L. Jowar - 560.00 550.00 530.00 
- Ну. Сойоп 800--1700=2500 2506.56 2145.41 1494.44 
L. Cotton - = 800.00 1300.00 = 
Ground- 
nut 400--800-- 1200 1440.42 1296.44 1161.84 
Ну. Paddy 600--800-- 1400 2015.45 2042.00 1737.06 
Sugar- 
‚сапе 1300-- 1300=2600 3050.75 2514.29 1555.00 
` Italian Е 
Millets = 
Маше | 300--500--800 - -- 1000.00 
Others og - 1323.33 1720.00 500.00 
. Credit gap "M 
Crop Total | Group-l Group-2 Group-3 Total 
Moen aaa) OA ЕЕН. 
Jowar 712.52 101.80 336.12 - — 187.48 
L.Jowar 534.00 - = =, 
Ну. - 
_ Cotton 2234.31 6.56 354.59 1005.56 —265.69 
L. Cotton 1085.71 - 2 - 
"Grouud- 
nut 1330.00 246.18 96.44 38.16 130.00 
Hy. Paddy 1966.16 615.45 642.00 41.25 566.16 
Sugar- 
cane 2567.58 492.31 85.71 1045.00 —32.42 
Italian 
Millets — 
Maize 200.00 - — 200.00 200.00 


Others 1297.74 - a x 
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y hot justified. Hence, FSS have to modify their scales of 
nance and change their lending policy so as to suit the require- 


is assessed more precisely by taking average input cost, aver- 
output, average farm income, non-farm income and input 
рис ratios. These are preseted in the Table-27. It is evident from 

table that average input cost, value of output, average farm 
me are higher on the farms of borrowers as compared to the 
farms of non-borrowers. 


TABLE-27 
Average input cost, value of the output, family income(non- 


farm), farm income per acre and рег family on borrowers and 
non-borrowers as a whole. 


| Particulars Borrowers (100) Non-borrowers (100) 
Per Acre Per Family Per Acre Per Family 


- Average input cost 1294.36 6168.93 939.34 4447.78 


_ Average value of 
output 1970.14 9389.69 a 1366.92 6472.37 


- Average non-farm 
. income 155.67 741.90 305.93 1448.60 


° Average farm 2 

| income (net) 675.78 3220.76 427,58 2024.59 
- Average net 

"income (Total) 831.45 3962.66 733,51 3473,19 
Input-output 


Tatio 1:1,52 1:1.52 1:146 1:146 
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Per acre average input cost in BF category is Rs. 1294, while 
that of NBF is Rs. 939.34. The average cost of cultivation per 
family works out to be Rs. 6168 for BF category and Rs. 4,447 
for NBF category. Similarly, average value of output is Rs. 1,970 

' for BF category and Rs. 1,366 for МВЕ category. Average value 
ofthe output per family works outto be Rs. 9,383 for BF cate- 
gory and Кө 6,472 for NBF category. The higher input cost to 
ВЕ is due to heavy investment оп their farms as to they grow 
mostly commercial crops. Accordingly, their average net farm 
income is Rs. 675 as against the average net farm income of 
Rs. 427 for NBF. The NBF have given more importance to 
non-fram income and as a result their average farm income is Rs. - 
305 as against the average non-farm income of Rs. 155 for BF. 
Average non-farm income per family works out to be Rs. 1448 
for NBF and Rs. 741 for BF. 


The Input-output ratios for all crops is higher on borrower 
farmers compared to the non-borrower farmers. It is 1:1.52 for 
borrowers and 1:1.46 for non-borrowers. 


From the fore-going analysis we can conclude that the develop- 
ment of agriculture depends largely on the availability of crop 
loans and their utilisation including modern inputs and techno- 
logy. The adopted of modern technology in turn largely depends 
on the availability of timely, quick and cheap credit facilities. 
These facilities are made available to the borrower farmers under 
the present study and hence they have been benefitted much from 
the FSS. However, іп meeting the credit requirements of the far- 
mers, FSS functioning is inadequate and lending policy needs to 
be modified according to the needs of the farmers. 


6.4 Members perception of the functioning of FSS 


Perception of members on the functioning of FSS is also 
recorded in pre-tested schedules in the field work. The same 
households are classified into three size groups viz. 


Ist group--consisting of land-holdings below 5 acres 


n 
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IInd group-consisting of land-holdings between 5.01 to 9.50 
acres ~~ ^ 


Па group-consisting land-holdings of 10 acres and above. 


The same households аге asked to opine as *good' moderate 
and “Ва” as the case may be in connection with the functioning of 
the FSS on various matters, such as guidance and encouragement 
of the staff, service to the weaker sections, proper supervision of 
the end use of the credit, management of the FSS, loaning proce- | 
dures, various services rendered and marketing of the produce. 
These results are presented in Table-28. 


On the matter of guidance and encouragement by the staff of 
the FSS as many as 88 out of 100 borrowers responded as ‘Good’, 
twelve responded as ‘moderate’ and none responded as ‘Bad’. This 
implies that the farmers are treated properly by the staff and they 
are the welcome visitors of the FSS. On the matter of service to 
the weaker sections, 51 members responded as ‘Good’, 46 as mode- 
rate and three as ‘Bad’. This implies service to the weaker sections, 
both farming and non-farming, needs considerable improvement, 
Half of the members responded negatively owing to various handi- 
caps faced in getting benefits from the FSS. Among those handi- 
caps, notably are those of co-obligant problem, land records 
problem and subsidy problem under IRDP scheme. 


On the matter of supervision of the end use of credit as many 
as 86 borrowers responded as ‘Good’, six as moderate and eight as 
‘Bad.’ This reflects that there is proper supervision and the neces- 
sary followup action taken by the FSS staff to ensure proper and 
fuller utilisation of credit. It is a great departure from the system 
prevalent in the old PACs. This has ensured not only increased - 
recovery position but also improved recycling of funds. Regarding 
the management of the FSS, only 38 borrowers responded as 
‘Good’, 43 as ‘moderate’ and nineteen as ‘Bad’. This reflects the 
fact that the management of the FSS is neither a success nor a 
failure. It is evident from the responses of a few borrowers that 
the role of elected members is reduced to minimum, while the 
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maximum power is wielded by the MD. One borrower responded 
that the elected members are like 


“passengers sitting in a bus for a temporary period, the 
MD is likea driver who drives the bus according to the 
directions of it’s conductor, viz., financing Bank.” 


Therefore the voice of the elected members needs to be recognised 
without encouraging the vested interests. There is variation in the 
matter of various services rendered by the FSS, viz., credit ser- 
vice, custom service, supply service, extension service, consumer 
service and marketing service. In the case of supply service as 
many as eighty-six responded as ‘Good’, ten as ‘moderate’ and 
only four as ‘Bad’. Among the various services, the supply service 
consisting of fertilisers, seeds and plant protection satisfied many 
of the respondents and thus the important functions of the FSS to 
supply inputs at the door-step of villagers is being fulfilled. In the 
case of credit service, eighty-four borrowers responded as ‘Good’ 
thirteen as ‘moderate’, and three as ‘Bad’. This reflects that better 
credit service to the farmers, especially to the small farmers and 
marginal farmers is provided by the FSS. 


In respect of custom service, however, only forty borrowers 
responded as ‘Good’, forty-seven as ‘moderate’ and thirteen as 
‘Bad’. Thus this service to the members is unsatisfactory and 
requires considerable improvement. With regard to consumer ser- 
vice, many borrowers are disappointed as only eight persons 
responded as ‘Good’, forty-two as ‘moderate’, and fifty as ‘Bad’. 
From this response it may concluded that (a) either most of the 
consumer goods are mishandled by the staff, (b) or most of the 
items, being controlled ration goods, may be inadequate and their 
supply may be erratic. 


On the matter of marketing of the members produce, most 
of the respondents are disappointed as no FSS is rendering this 
service. As a result they are required to travel a long distance for 
marketing their prodace. It is presented in table 29. It was 
reported that out of 200 house-holds (borrowers and non-borro- 
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wers) 63 farmers travelled оуег 30-50 kms. to markettheir produce. 
Fifty one borrowers marketed their produce locally to their agents, 
twentythree travelled over 20 to 30 kms., fifteen travelled 
over 50 kms., and fifteen over 19 to 20 kms, andthe remain- 
ing thirty three kept their goods for self-consumption. Thus, the 
need for marketing of the produce through FSS is urgently felt 
by many members. 


Further, sample farmers are asked to opine regarding the 
common problems faced in dealing with the FSS. The problems 
listed are, problem of No Due Certificate (NDC), problem of ten 
persons share amount deduction, problem of providing co-obli- 
gant as surety, problem of high cost of labour charges, problem of 
low scales of finances and the problem of early repayment’. All 
these are presented in table-30. Among these problems, the prob- 


‘lem of high cost of labour charges topped the list. Out of one 


hundred sample borrower farmers, eighty-seven responded positi- 
vely. The problem of co-obligant stands second in the order. In 
all FSS, this condition is made compulsory, which becomes а big 
handicap specially to the SF and MF whose resources are very 
poor and they are unable to get a co-obligant. Out of one hundred 
borrowers, eighty responded positively to this problem. This prob- 
lem created irritating situation, because if the borrower defaults'his 
loan, the co-obligant loses the right to take loan from the FSS 
even though he is not a defaulter in respect of his loan. This con- 
dition needs to be dropped soon. 


The problem of NDC is third in the order, since many ban- 
king institutions are operating in the FSS area, the farmers have 
developed a tendency to depend heavily оп the banks rather 
than the FSS. Out of one hundred borrowers, seventynine persons 
responded positively to this problem. 


Next comes the problem of share amount deduction for 
every oan taken from the FSS. The respondents considered this 
problemas a burden since share amount gets neither Dividend (due 
to loss of SS) nor a fixed return (due to no provision іп the Act). - 
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As per the Cooperative Societies Act, borrowers should provide 
ten per cent money as share amount before the loan is taken. 
Since the borrowers do not pay share capital, the same is deduc- 
ted from the loan sanctioned but interest is charged for the entire 
loan amount. Therefore, the respondents are of the opinion that 
they are penalised for theirown amount kept in FSS and one 
respondent! remarked that this policy is like ‘pathans policy of 
exploitation’. 
TABLE 30 

Classification of the problems confronted by BE according to 

size groups in Bellary District i 


Particulars of problem I Group П Group ШІ Group Total 


(60) (30) (10) (100) 
l. Problem of No Due 


Certificates 48 24 7 79 
2. Problem of 10% Share 

amount deduction 48 16 6 70 
3. Problem of Co-obligant 

as Surety 49 25 6 80 
4. Problem of high cost 

of labour charges 55 22 10 87 
5. Problem of early repayment 

of RSSN loan. 6 6 3 15 
6. Problem of low scale 

of finance 41 16 8 65 


ысын саса ан ымы ы тылы ААРА 
Note : Figures in parenthese refers to actual No. of BF. 
RSSN=FSS 
The problem of low scales of finance was responded by sixty- 
five borrower-farmers. This implies that the scales of finanace are 
inadequate to meet their current agricultural expenses. They are 
forced to borrow from money-lenders or commission agents at 
higher rates of interest. Even the MDs reported that scales of 
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finance may be revised atlaeast in the case of groundnut, paddy and 
sugar-cane. Therefore, the scales of finances should be revised 
strictly based on realistic assessment of demand for credit. Howe- 
ver, the scales should be flexible as in the case of Sanganakal FSS 
in Bellary Taluk, which has been considered as the most progres- 
sive FSS іп the district, mainly for its policy of flexibility in 
providing finance as per the requirements of its members. 


Finally, the problem of early repayment was expressed by a 
very few people. Only fifteen responded positively. This reflects 
that this problem is concentrated only in some areas’, where the 
farmers are forced to repay the amount within six months іп 
order to get fresh loans for the next crop. In fact this problem 
necessitated many farmers to sell their paddy at very low price in 
order to repay the loan amount. 


Number of persons and reasons for the default 


It is heartening to note that the recovery position of the FSS 
is better than those of the-old PACs. It is almost 70 to 80 percent 
in many FSS. Only 20 percent of the members have not repaid 
the dues due to genuiue reasons. However, in our field study we 
posed six reasons for the default to be responded by them : They 
аге: 


Crop failure 
Low net farm income 


Indifferent co-opeeative officials 


Boc» 


Misuse of loans 

e. Lack of irrigational facilities 

f. Other reasons. 

These are presented in Table-31. Twenty defaulters were 
interviewed in many parts of the district to respond to the above 
reasons. Out of twenty, fourtesn responded to the reason (other 


reasons) of delay in the payment of sugarcane dues from the sugar- 
factory. Therefore default was due to the fault of this factory and 


М 
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not of the members. The next reason voiced by twelve defaulters 
was the low net farm income. Since the produce of the members 
does not get a fair price and the cost of cultivation is ever increa- 
sing, many of the poor SF and MF members are unable to pay 
their dues to the societies. Many of these defaulters are gorwing 
only Hybrid Jowar, Maize and Paddy which fetch lower prices, 
compared to the commercial crops. It was reported by other 
members, who are growing foodgrains, and repaid the loan that 
they repaid the loans by borrowing from the moneylenders in 


TABLE 31 


Classification of No. of defaulters and reasons for their 
default accordings to size group among borrowers. 


Farm No. of No. of *Reasons for their default 
Size Group Farm defaulters 

(Size of families 

holding class 

I Group { 

(below 5 acres) 60 11 ӘМ 5 2 4.7 
II Group 

(Below 5.5 to M 

9.5 acres) 30 9 NEIN ees. 7 
III Group 

(10 acres and 

above) 10 - - - - - - = 
Total 100 20 В ДЕА 7 14 


Note : * Reasons : 1. Crop failure 

Low net farm income 
Indifferent cooperation officials 
Misuse of loans 


Lack of irrigation facility 


^ w^ гю юш 


Others (Particularly dues from Coop. 
Sugar Factory and indebtedness, old 
dues of previous PACS, etc) 
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order to get fresh loan for the next crop. Therefore, low net farm 
income is the fundamental caused for the non-payment of loans 
in time. 

The reason of crop failure was expressed by eight out of 
twenty members. It is a common reason in all rain-fed areas, but 
it is also found in Lift Irrigation areas where the lands on the 
river-banks are affected by floods, and failure of Lift Irrigation 
Pumpsets. The remaining reasons viz., lack of irrigation, misuse 
ofloansand indifferent cooperative officials, are expressed by 
seven, four and four members respectively. Therefore, these rea- 
sons are not causing any great concern to the FSS. 


Causes for the non-borrowing by the non-borrower farmers 


In order to ascertain why the benefits of FSS аге not reaped 
by the non-borrower farmers, we posed five reasons to respond 
for being non-beneficiaries. The reasons are ; 


Lack of irrigational facilities 
Sufficient own family resources 
Stringent procedures of FSS for borrowing 


Боо 


Prevalence of old dues of previous societies, and 
e. Land taken on lease. 


These are presented in table-32. Out of one hundred farmers, 
ninety five responded positively to the cause of stringent рго- 
cedures of borrowing from the FSS, They express that they were 
supposed to produce NDC, Encumberance Certificate, Record of 
Rights (Patta) and provide co-obligant as surety. In fact once 
they were the borrowers of FSS owing to these cumbersome pro- 
cedures, they left FSS and sought the help of money-lenders and 
even the commercial banks. In respect of borrowing ina bank, 
the borrower has to produce all these certificates only once but in 
the case of FSS, he has to produce every time he raises the loan. 
Therefore many farmers responded against this lending policy of 


the FSS. 
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TABLE-32 
Classification of the reasons for not borrowing by the NBF. 


Reasons for not borrowing 1 Group II Group III Groap Total 


(60) - (30) (10) 
1. Lack of irrigational 


facility. 45 14 2 61 
2. Sufficient own family 

resaurces. 31 21 9 61 
3. Stringent procedures 

of FSS loans 56 29 10 95 
4. Prevailance of old dues 

of previous societies 16 1 6 33 
5. Land on lease 4 3 0 7 


The next cause expressed by sinextyone farmers wasthe lack of 
` irrigation in their field. The FSS naturally prefer to advance loans 
to those who have irrigation rather than the farmers іп the rain- 
fed areas. Hence, many farmers are unable and helpless in getting 
the loan from FSS. Thus, they are bypassed from the benefits of 
FSS. Again sixtyone farmers responded to the reason of sufficient 
owned resource at their disposal such as funds, family labour, 
cowdung as fertiliser, etc., who are not in need of help of FSS. The 
next cause, prevalaince of old dues in the previous society was 
expressed by thirtythree members. They did not borrow money 
due to their in-eligibility. However, many of them have cleared 
their dues when the Government of Karnataka extended the con- 
cession on pennl interest rate on the cooperative dues during 
1983-84, 
Finally, only seven farmers responded to the cause of land 
belonging to others and taken on lease and hence they are ineligi- 
ble to. borrow from FSS, 


From the foregoing analysis, it тау be concluded that mem- 
bers, perception of the functioning of FSS is quite good. Many 
members specially borrower-armers have expressed their satisfac- 
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tion over FSS functioning, at the same time they expect the FSS 
to improve custom service, extension service, and marketing 
service. Though the non-borrower-farmers have expressed their 
anguish against the FSS its’ stringent procedures of loaning and 
repayment, yet it is found that they have been facing number of 
handicaps which have to be cleared in future. Thus, FSS func- 
tioning in the district is more satisfactory than the old nonviable 
and defunct PACs. 


Notes 

1. Less cropping intensity is noticed “іп chapter-VI agro-econo- 
mic profile of the Bellary district during 1982-83” as most 
of the farmers in the district are raising Hyjowar, Hy. 
maize, Bazra, and Paddy. 

2. It is expressed particulary in Hatcholli and siruguppa 
talukas. 

3. Early repayment refers to payment of loan within six months 
from (ће date of advancing the loan. 

4. Itis expressed in FSS-Farea (Hagaribommanahalli taluk.) 


5. InFSS-C-Hatcholli area of siruguppa taluk. 


Main Findings and Suggestions 


71. Main Findings of Evaluation Study 


Structure of the Sample FSS 


The desired structural of the FSS has emerged with the 
amalgamation of earlier Service cooperatives, absorbing the assets 
and liabilities and giving geographical coverage. In view of the 
number of scattered village and demographic distribution in the 
semi-arid region, the present structure puts some strain on the 
actual functioning of the FSS. This is true in thease of FSS-D and 
FSS-E. In order to reduce the distance and consignment drud- 
gery of the members, FSS-A, В and С have started one more 
supply centre іп their jurisdiction, but in other FSS there is no 
such centre. 


The amalgamation procedures is mentioned in the norms 
fixed for the FSS “іп terms of devolving all the assets and liabi- 
lities of and all. contracts made by or on behalf of the amalgama- 
ting cooperative societies.” It has diverted much energy and 
time in recovery of old debts of the earlier societies. Some of 
the debts are still due to be recovered and as such those members 
are out of the purview of the FSS. : 
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Since FSS represents better participatory process of пшпегі- 
cally weaker sections and knowledgeable management cadre for 
discharging day-to-day functioning, -structurally the present FSS 
fulfill the envisaged norms. Majority of the elected members 
belong to the weaker sections and the concerned official func- 
tionaries are representatives from the Departments of Agriculture, 
Animal Husbandry, Cooperation and Block Development Office. 
Organisationally it is no doubt a big departure from the normal . 
composition of.affluent members and vested interests as in the 
case of old PACs, but still the nominated official members are not | 
evincing much interest. Their attendance in FSS meetings is 
very poor. They seem to be super fluous on the Board of Manage- 
ment. Similarly, the elected members (from the weaker sections) 
are also ignorant of various functions of the FSS, as such the 
Managing Director acts not only as Chief Manager but also 
virtually the decision maker in most of the FSS under study. 
However, the MDs are in turn directed and guided by their 
financing bank. There is little or no chance of the elected 
members to voice effectively in the decision of the FSS affairs. 
Their directorship is only token. 


The President of the FSS is to be elected from the clected 
members of the Board specially amongst SF, MF and the weaker 
sections. But in practice, Presidents in four FSS out of eight 
FSS, belong to genuine SF and MF category and in the remaining 
four FSS, Presidents are not small farmers. Мо doubt іп terms 
of landholdings they belong to SF and MF category but in terms 
of total income, they are the rich farmers as they have other 
occupations. Therefore а clear stipulation is to be made in 
this regard. 


MDs in all the FSS are appointed as per the norm by their 
financial bank with the approval of the Deputy Registrar of 
Cooperative Societies, Bellary. In terms of their qualifications, 
all are well qualified and well equipped in the business of the 
FSS. АП MDs are (except MD of FSS-D) graduates with/without 
Diploma to Cooperation. The MD of FSS-D isa matriculate with 

\ 
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GDC (Government. Diploma in Cooperation),and has the experience 
іп the banking field. Therefore, professionalisation of the FSS 
is clear in the FSS under study, which is a strong feature in the 
FSS organisation and great departure from the old PACs. 


The number of staff and their salary expenses over a period 
of 1976 to 1983 in all FSS shows an increasing trend commen- 
` surate with the workload. However, in FSS-A, the increase in 
salary expenses is (461 per cent) more than the proportionate 
increases in the number of staff. This raises some doubt about 
the influence of commercial banks'fat salary structure as that 
FSS is sponsored by ADB of State Bank of Mysore, Bellary. An 
interesting feature is that before amalgamation there was excess 
staff in many FSS when the ТОВ took them over it rationalised 
the staffing pattern and wherever possible deputed MDs super- 
visory cadre so as to reduce the burden of salary expenses.! 
This is a welcome trend in smooth functioning of the FSS in the 
district. 


Regarding the membership in the initial years of the FSS 
it was a mixture of both old and new members. Then there was 
gradual increase in both the total membership and SF, МЕ mem- 
bership, However, in Е55-А the SF, MF coverage is uusatis- 
factory which js just about 18.60 percent. It is causing great 
concern as it is not nearing even to the total population of SF, 
ME percentage in the area i.e, 22 percent. This reflects that 
big and medium farmers are dominating in FSS-A. In tlie 
remaining FSS, the membership is quite satisfactory. In terms 
of total membership, they have covered 22,907 members (in all 
including FSS-A) by 1983 and average membership per society 
works out to 2,863 which is above the norm of 2000 families 
fixed by the Government of Karnataka, Department of Coopera- 
tion. With this yard stick in each individual FSS, the cov- 
erage of membership is satisfactory. It is above average 
in five FSS and below the average in three FSS. Lowest number 
isfound in FSS-E due to the general backwardness of the 
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area. Therefore, FSS under study have fulfilled the norm in 
coverage of total families and the SF and MF families in the 
district. 
Sources of Fund 
The share capital of the FSS are of two types, viz., ‘A’ class 
shares of the individuals and “В” class shares of the State Govern- 
ment and the financing bank. There is considerable erratic growth 
of share capital from the members of the sample FSS. Out of 
ч eight FSS, only three FSS (FSS-A, E and H) have succeeded іп 
mopping up the internal resources in the form of share capital. 
Two FSS (FSS-D and F) have partially succeeded but the remain- 
ing three (FSS-B, C and G) have utterly failed in mobilising the 
internal resources through share capital. This is due to the 
problem of stiff competition from the banking institutions in 
the area, which are harming the growth of FSS in loaning business 
as well as deposit mobilisation. These banking institutions natu- 
rally have an edge over FSS due to the strong organisation, 
availability of IRDP subsidy, CGC (Credit Gruantee Corpora- 
tion) support and the attractions of loans from the farmers as they 
pay only cash rather than cash and kind as provided in the case 
of FSS. 


In three FSS (FSS-A, E and H), there is a steady increase in 
the growth of share capital and they succeeded in mopping the 
resource because there is no competing banking institutions in 
their areas. Therefore, future policy of bank branch expansion 
should be pursued very cautiously so as to avoid the unhealthy 
competition among these institutions in the rural areas. 


In the case of ‘B’ class shares allotted to the State Govern- 
ment and the financing bank, only State Governments share 
is available in all the FSS. Мо financing bank has ever purchased 
the shares from the FSS. This reflects that financing banks are 
not interested in the investment of the share capital but interested 
to remain as financier and a guardian of FSS.? The Government 
share caital to the FSS is not uniform but only a lumpsum 
amount paid once. However, іп some FSS (FSS-A, E and H) 
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additional fund was provided by the Government in the middle. 
The Government's share capital was above Rs. 50,000 but in small 
FSS (for example FSS-E and D) it ranged between Rs. 9,000 and 
40,000. The Government is not keen on giving liberal grant to 
the FSS (particularly the FSS-D which is "sponsored by the 
DCC Bank.? 


Though in the inital years, some FSS. made ап attempt to 
mobilise the deposits from the public, laterthey gave it up 
as per the direction from their financing bank due to the existence 
of their branches in the area. This is unhealthy for the develop- 
ment of FSS into viable one and becoming self-sufficient in the 
near future. These FSS are having inadequate source of share 
capital and the absence of deposits is another blow to their finan- 
cial swength. Though byelaw (12) provides for accepting depo- 
sits, no FSS in the district has undertaken. this very impor- 
tant function. Besides other miscellaneous funds, in the form of 
overdues, interest, donations, dividend, etc., are meagre or nil 
in many FSS. Only in FSS-F, G and B, there is a little 
amount of SFDA, DPAP funds. Therefore, urgent task of 
FSS in the district is to redirect their efforts to mobilise deposits. 
The Board members must set an example by depositing their funds 
in Е85. No FSS can be strengthened unless there is sufficient 
resource base. Hence, this aspect should be given top priority. 
Functions (Varions Services) 


It is found that there is very big functional gap in all the 
FSS. The byelaws relating to the FSS contain as many as 
-eighteen sets of functions but actually only eight sets of function- 
ings were taken up fully by all the FSS during 1976 to 1983. 
The ten sets of functions which could not be taken up are, 
marketing of agricultural produce, promotion of agricultural 
processing, service of improvement in the live-stock breeding, 
building up model farm, organisation of lift irrgiation schemes, 
acting as an agent of various marketing and processing units, 
encouraging the thrift, self-help and cooperation, construction 
works for developments, provision of Storage and other activities 


___ 27 O ee ae 
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conducive to the promotion of the economic interest of the 
members. 


Moreover, even among the functions taken up, FSS could 
touch them only partially. They have advanced the ST and MT 
loans and not LT loans. Under the custom service scheme, they 
hired out a few sprayers and sometimes sold them to the mem- 
bers. There is no tractor service, power tiller service, etc. Іп 
the supply service, a few FSS have not even purchased seeds and 
chemicals. The details of these observations are stated in the ' 
following section. 


a. Credit Service (ST credit only) 


The ST credit has two variants. The main component is 
crop loan. The other variants are loans to petty traders,.con- 
sumption loan, produce loan, etc. The ST loans for the period 
1976 to 1983 showed that both the number of borrowers and 
the amount borrowed varied very distinctly in all FSS, Out 
of eight FSS under study, only two FSS (FSS-A and E) have 
shown a steady increase in the amount borrowed and the number 
of borrowers. In four FSS (FSS-B, C, D and H), there is mar- 
ginal change, but'in one year there is a decline. In two other 
FSS (FSS-F and G) there is frequent variation in the lending. 
The reasons for such variations are as follows : 


(1) Liberal grant of loan in the initial years of some FSS. 

(2) Caution taken by FSS in granting loans to those who are 
not repaying regularly. 

(3) Unawareness of the members about their credit require- 
ments. A 


(4) Rough estimation of the ST credit every year by the FSS 
based on the rule of the thumb. 


The liberal grant of loan is more acute in FSS-D where 
Rs. 7.19 lakhs of amount is advanced over 7,471 members in all 
the years. Thisisidone due to the pressure from political and vested 
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interests (owing to BDCC Bank leadership), and also due to 
IRDP scheme which forced the society to give loan to all those 
who are identified as beneficiaries. 


On the other hand, caution is taken by FSS-A in lending 
loan to SF and MF. It advanced the total amount of Rs. 136.73 
lakhs to 2,140 members over a period of 1976-83, but the share 
of SF and MF is 14.46 lakhs forming just 10.61 percent of total 
advances given to only 705 SF members. If we go by their 
lending we will be misled as the best FSS in lending ST loans 
but in terms of lending to SF and MF it has repeated the same 
mistake as the old PACs did. The very objective of forming 
FSS in the district is to cover more numbers of SF and MF into 
their fold who were bypassed by the old PACs. Therefore, we 
Observe two extreme cases in two FSS, viz., FSS-D and A. One 
extreme is the liberal grant of loan to too many members in the 
name of social justice at the cost of financial discipline in FSS-D 
which is sponsored by the BDCC Bank, Hospet, a cooperative 
bank. The other extreme is caution taken by FSS-A іп granting 
ST loan to very few SF, MF members in the name of financial 
discipline at the cost of scoial justice, which is sponsored by ADB 
of State Bank of Mysore, Bellary, a commercial bank, 


| 
In between these two extreme cases of two FSS, the remaining 


six FSS have followed a-golden mean in extending big amount | 
of credit to large number of SF’ and МЕ by imbibing the princi- | 
ples of social justice and financial discipline. Тһе amount of 
Rs. 40.15 lakhs given by FSS-H is the highest among all FSS to © 
2080 members, out of which Rs. 30.00 lakhs is given to 1880 SF 
and MF members which formed 74.72 percent of loan and 90.38 | 
percent of members. This FSS is sponsored by the TGB, Bellary. | 
The remaining five FSS have maintained their proportion between 
total lending and lending to the SF and МЕ. Thus, the FSS | 
Sponsored by the ТОВ have ап edge over those FSS sponsored 
bythe BDCC Bank, Hospet and the ADB of State Bank of 
Mysore, Bellary. Therefore, it is proved that the kind of sponsor- 
Ship matters in financing the FSS in the district. 
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b. Extension Service 


It has two facets viz., advisory and material service by the 
technical staff of the FSS. But in practice most of the FSS have 
“no extension staff. FSS-A has only extension supervisor. In 
the initial years, the Government of Karnataka deputed three 
technical staff to the FSS, but their services were withdrawn after 
three years. This withdrawal has, surprisingly, not affected the 
FSS, because deputed staff did not impress the FSS. They 
evinced more interest in salary and allowances than work. 
However, the importance of technical staff cannot be underrated. 
What is needed is a person suitable to the FSS. In this case 
cendidates with Diploma in Agriculture and Veterinary Sciences 
are preferred to B. Sc. (Agri) and B. V. Sc. candidates as this 
| reduces salary burden on the FSS. \ 


с. Custom Service 


Though custom service is essential and byelaw provides for 
such service, many FSS have not undertaken fully. A few FSS 
- have undertaken in the form of selling of some sprayers and 
_ weeders to the members and some have given them on hire basis 
to the members. No FSS has maintained a tractor, or a power- 
tiller or pump-set, etc. Тһе reason for this poor custom service 
is due to the absence of facilities for repairs. But this should 
not be an execuse. Each FSS should at least maintain one tractor 
to help the SF and MF and the other weaker sections who cannot 
purchase or even avail the service of a tractor from the big far- 
- mers. However, an important reason for the absence of tractor 

service in the FSS is the disapproval of the financing bank to 
“undertake such service. 


d. Supply Service 


It is found that apart from the supply of fertilisers аз а kind 
component of the crop loan, seeds and pesticides are supplied 
by many FSS. Among the three supplies fertiliser supply is the 
biggest one. Next comes, seeds supply and plant protection 
chemicals. The valu2 of fertilisers; supplied ranges between 
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Rs, 23.15 lakhs and Rs. 152.42 lakhs during 1976 to 1983. The 
supply is more regular and convenient to both members and non- 
members. Speciality of this service lies in selling fertilisers at 
below the market rate and supplling in through their retail depots. 
If the supply of new inputsto the beneficiaries and absorption 
thereof are any guide it is agreeable that the extent of adoption 
of New Techology is considerably high in all the FSS. There- 
fore, despite stiff Competition from the private dealers, the supply 
service of all the FSS is commendable. 


е. Consumers Service : 


It consists of three services, viz., sale of provisions at con-, 
trolled rate, sale of cloth and sale of milk and other products. 
Out of eight FSS, seven FSS have undertaken one or the other 
services. FSS-A has not undertaken any service due to the 
existence of consumers cooperative society in the area. However, 
no FSS has ever attempted sincerely to provide all the items of 
service in all the years to all the members. Unfortunately, where 
such services are urgent, those are absent, for instance FSS-C 
and Н are situated 31 kms, away from the taluka place or 
business centre, but still they have no consumers service in the 
real sense of the term, 


The comsumer service of many FSS are confined only to the 
distribution of controlled foodgrains and the total turnover of all 
FSS ranged between Rs. 1.21 lakhs and Rs. 20.36 lakhs over a 
period of 1976 to 1983. Therefore, the consumer service is not 
satisfactory in many FSS. 


Performance of the FSS and Hypotheses tested 


In order to sharpen the focus of the analysis and to test the 
hypotheses made in Chapter-l, a set of performance indicators 
have been evolved to identify the performance with special refe- 
rence to SF and MF. However, there are а few ramifications. 

. Those indicators are as follows : 
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a. Percentage of SF and MF in the area and in the membership 
of FSS 


With regard to this indicator, the performance of FSS is 
satisfactory. Out of eight FSS, five FSS have covered SF and 
MF members to the extent of 52 per cent to 82 per cent in the 
total membership. Two FSS have covered the SF and MF Бе 
ween 25 and 39 percent, while іп FSS-A, the coverage is only 
18.6] per cent. Except this FSS-A, many FSS have covered maxi- 
mum number of SF and MF in proportion to their population 
in the area. Therefore our first hypothesis that : 


‘FSS are really an institution, 
created for large number of 


SF and МЕ” 
is justified. 
b. Percentage of SF and MF share capital to the total share 
capital 


In respect of this indicator the performances of FSS are 
equally good, Out of eight FSS, seven FSS have the share capital 
contribution, ranging between 38.07 per cent and 95.05 per cent, 
from the SF and MF to the total share capital. Only in FSS-A, 
it is 36.92 per cent, owing to the poor coverage of SF and MF 
in the FSS. 

c. Percentage of SF and МЕ borrowers and the amount 
borrowed 

With reference to this indicator, FSS performance is again 
satisfactory. Out of eight FSS, seven FSS have covered maximum 
number of SF and MF borrowers and the amount borrowed by 
them ranges between 40 per cent and 72 per cent of the total 
borrowings (ST credit). Asan exception іп FSS-A, it is only 
10.52 percent. Totally most of the FSS have done their best to 
distribute the ST loans among the SF, MF and justified our 
second hypothesis understudy, that 

*ST loans are provided to the 
maximum number of ST and MF 
by most of the FSS’ 
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4. Recovery percentage of each FSS between 1976 and 1983: 


With regard to this indicator, FSS' performance is far better 
than that of the old PACs. The percentage recovery ranged 
between 48.20 percent and 77.14 percent. In many FSS, there is 
а good percentage of recevery due to follow-up measures taken 
by each FSS. However, in FSS-G, the percentage recovery is 
below the expection, because it has more irrigated area (2850 
acres) than FSS-E (875 acres) and FSS-D (1349 acres). FSS-G 
recovery could have been better, had there been no politically 
motivated vested interests : 


However, in many FSS there is an appreciable improvement 
in the recovery position due to the proper supervision of end use 
of credit, timely follow up and recovery by the FSS staff, special 
attention of the financing bank and less chance for politically 
motivated persons to interfere in the affairs of the FSS. There- 
fore our third hypothesis that : 


‘FSS are not just modified 
cooperative credit societies, 
drawing funds from the financing 
bank and pumping credit into the 
rural areas' 


is justfied. They are always cautions about the recovery of the 
fund. 3 


e. Economic viability criterion : 


Іп respect of this indicator the performance of the most of 
the FSS under study is not satisfactory. The economic viability 
is measured in two ways; one, by considering the average turn- 
over of all services of FSS and by considering net profit margin ; 
two, by comparing the average turnover of the FSS to the norm 
of economic viability laid down by the Government of Karnataka. 
The Government of Karnataka fixed the norm at Rs. 25.00 
lakhs per society. 


- 
1 
| 
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Ош of eight FSS under study, only FSS-A satisfies the norm, 
whose average turnover of all the. services over a period of 1976 
to 1983 was Rs. 53.60 lakhs. While in FSS-B it is Rs. 20.41 
lakhs, and FSS-C 23.97 lakhs. Іп other FSS, it has not crossed 
even Rs. 20.00 lakhs of an average turnover. In terms of net 
profit-margin none of the FSS has satisfied the norm. Profit 
margin of all FSS has fluctuated during 1976 to 1983, But 
during 1982-83, all FSS have earned a net profit margin due to 


' the concession on penal interest rate on cooperative dues, ex- 


tended by the Government of Karnataka. Therefore our fourth 
hypothesis that : 

‘FSS have reached the economic 

viability by undertaking all the 

services provided under byelaws" 
is NOT JUSTIFIED. The reasons for their inability to reach 
the economic viability are : 


(i) limited iuternal resource strength, 
(ii) management incapacity, and 


(iii) stiff competition from the branches of commereial/ 
RRB bank and private dealers in fertilisers. 


No doubt the main objective of the FSS is to serve SF. MF 
and the other weaker sections, but they have other aims. also i.e, 
to do business that fetches certain margin of profit to expand the 
existing and additional operations. The general recovery position 
of loans indicate improvement in this pursuit due to productive 
investment of loan finance. The same pursuit is needed in the 
business aspect so as to become economically viable and able to 
stand on their own legs. In this endeavour, the encouragement 
from the financing bank and the State Government is urgently 
needed. 


7.2. Main Findings Impact Stndy of the Sample FSS 


In order to assess the impact of loans borrowed from the 
FSS on the beneficiaries a field survey was conducted and a 
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‘Control Block Method’ was adopted, where 100 non-borrowers 
(NBF) were randomly selected from the jurisdiction of the FSS 
in the district to act as control cultivators. The responses of 
both the BF and the NBF were recorded on the schedule type 
‘B’ and“C’. The findings are quite interesting. 


a. The cropping pattern of BF and МВЕ are quite different 
while the BF cropping pattern is towards growing commercial 
crops, the NBF cropping pattern is towards growing food-crops. 
Since the BF have the obligation to repay the loan, their bent of 
mind is towards cash crops, whereas NBF have no such obliga- 
tion and hence their cropping pattern is decided and guided by 
the requirement of their family members. 

b. Cropping intensity between the two groups (BF and 
NBF) has not changed much. It is strange to observe that 
cropping intensity is less in the case of BF (i. е., 0.98) than in 
the case of NBF (i.e., 1.00). This low eropping in tensity for BF 
category is due to three reasons. 

(i) Most of the crops grown by the BF are of long 
duration. 


(ii) Poor and inadequate water supply from the canal, in 
the area which comes under dry-cum-wet irrigation. 
In these areas the water supply from December to 
April. 

(iii) Western parts of the district have many Lift Irrigation 
schemes which are not functioning properly. There 
is considerable delay in taking action by the Irrigation 
Department of the Government in setting things right. 

c. In terms of cost of cultivation, it is found that the BF 
category has incurred more cost of cultivation than NBF. The 
inter group study of the cost of cultivation reveals that the Small 
Farmers of the BF category in the dry as well as in irrigated areas 
have incurred less cost owing to the cheap and regular supply of 
inputs by the FSS than of the Small Farmers coming under NBF 
category. It means the Small Farmers of BF category have the 
Cost advantage over the medium and big farmers of ВЕ category. 


"D 
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d. In the case of farm income, it is the BF category who 
have earned more farm income than NBF due to higher prices of 
commercial crops than food crops. But in the case of Non-farm 
income, it is the NBF who have earned more than the BF. It 
means NBF have given more attention to non-farm activities 
than farm activities. 


On the whole, it is found that there is perceptable change in 
the cropping pattern, cropping intensity, cost structure and income . 
pattern of the borrowing farmers vis-a-vis non-borrowers. This 
change has been the result of FSS functioning in the area and 
perculating of its benefits to the small farmers in the area. 
Therefore the fifth hypotnesis that: 
“there is a reasonable impact of FSS on the 


beneficiaries" 
is justified. 


The analysis of the borrowing and repayment reflects a sound 
(if not satisfactory) lending policy, particularly towards borrower 
farmers. A big chunk of money is provided to the small farmers. 
The repayment of the loan borrowed is quite satisfactory by all 
the groups. The percentage utilisation is more than 98 per cent. 
However, the study reveals that there exists a higher credit gap 
and it disproves, the sixth hypothesis that : 


‘the scale’ of finance adopted 
by the FSS is in tune with the 
requirements of the farmers". ‚ 


The credit gap is found in all (һе groups with varying degrees. 
Therefore the lending policy, though apparently sound, needs 
modification so as to meet the needs of the farmers. 


Finally, to sharpen the analysis the average input cost, 
average output value, average net farm income, average non-farm 
income and input-output ratio have been worked out. It reveals 
that, except average non-farm income, the average of all other 
variables is higher on borrower farmers compared to that of non- 
borrowers. The input-output ratio for BF is 1:1,52 and that for 
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NBF 1:1.46. Thus, the real and reasonable impact of FSS is quite 
evident. 


In order to assess qualitatively the functioning of FSS, 
members were asked to opine on many grounds, Unlike PACs, 
the members perception of FSS is quite good. They are encou- 
Taged by the staff and properly guided. There is a proper end 
use of the credit due to follow-up action of the FSS. However, 
the elected body seems to be redundant. The recognition of 
their voice in taking decisions of the FSS is absent. 


Unlike PACs, FSS are rendering many services. While 
PACs are confined to lending of credit only FSS are providing 
not only credit but also supply inputs and other services, АП 
these services are meeting the requirements. 


Like the PACs, FSS аге not rendering the marketing service 

and consequently the farmers are required to travel over 20 to 

50 kms. No dout marketing of the milk of their members is under- 
taken by a few FSS but it is negligable and absent in many FSS. 


Though, the benefits of FSS aré'reaped by the members, it is 
almost nullified by such disadvantages as the high cost of labour 
charges, high percentage of share amount deductioni.e., 10 percent 
low price for their produce and expenses on travelling and halting 
in order to get a number of certificates and fulfill many for- 
malities for getting loan. Further, they are forced to sell their 
produce at the time of harvest and repay the loan amount even 
within six months in order to get a fresh loan for the next crop. 
Therefore, the real benefits from the FSS to the members are 
reduced, 


In terms of adequacy of loan, many membets expressed dis- 


Satisfaction over it. Even the MDs of FSS reported the necessity 
to revise the scales of finance at least іп respect of some Crops. 
When the loan amount is inadequate, farmers are compelled to 
become a prey to the money-lenders and to the commission agents. 
The percentage of defaults is less among the borrowers and 

the default is dus to delay ia the Paymzat of sugar-cane dues 
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from the factory®, low net farm income and crop failure due to 
pests and floods. И is heartening to note that wilfull defaulters 
of FSS are not noticed in the study area. Eyen the MDs have 
reported that such cases are negligible or nil. 


Further, hundred of non-borrower farmers were asked to,opine 

. regarding the causes for their non-borrowing from the FSS. 

Totally five causes were posed to them. Majority of the farmers 

responded to the cause of stringent procedures of the FSS to 

borrow money and the absence of irrigational facilities, Few 

responded to the cause of prevalence of old dues of the previous 
society and misuse of loans, etc. 


In short, the impact of FSS іп improving the standard of 
living of the members is quite satisfactory. However, the real 
benefits emanating from FSS are reduced due to high cost of 
labour charges, low price for the farm products, etc. The 
nominal benefits in the form of credit, input supply and other 
services of the FSS are accruing to them. One striking fact is . 
that the farmers are satisfied with the functioning of the FSS 
compared to the old PACs. 


NOTES 


1. In FSS-E, MD is of supervisory cadre drawing Rs. 800 
per month-only. 


2. On the contrary FSS have to maintain deposits in their 
financing bank. 


3. It is found that liberal grant was given to FSS sponsored 
by DCC Bank in Hassan district. 
See *A. K. Mukhopadyaya, 1980 op. cit. 


4. One or two cases of LT loans can be found in FSS— 
В, H & С. 


5. Ву the Cooperative Sugar Factory, Kampli in Hospet 
taluk. 
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7.3. Remedial Measures 


Tn the preceeding section, we presented the main findings of 
the Study. Іп this Section, suggestions emanating from this study 
are offered to correct and strengthen the functioning of the FSS. 
The measures suggested are merely indicative of the direction in 
which action is desirable and needed. These recommendations 
are as follows. 


General 


1. Since the members belonging to the weaker sections are 
not contributing in the decision making process in the Board of 
Directors, a scheme may be formulated to orient their attitude 
and train them to become leaders in decision making process. 
The Department of Co-operation, with the help of Cooperative 
Training College may take up this task of training the members 
of the FSS belonging to the weaker sections. Besides, the scheme 
of providing incentives in the form of sitting fee or travelling 
allowance and daily allowance for attending the meetings, may 

`. be formulated so that full attendance may be expected from the 
members of the weaker sections. 


2. At present official members are apathetic and indifferent 
towards the meetings of FSS. Their presence shuold be made 
obligatory and they should attend either.by themsveles or throgh 
their representatives, which will have a salutory effect on the 

+ development of the rural area as they represent the Department 
of Agriculture, Animal Husbandry, Co-operation and Block 
Development Office of the area. Hence, vigorous steps may be 
taken by the Government so as to ensure full attendance of the 
Government nominees at all meetings of FSS regularly. 


3. At present the size of the holdings (below 5 acres) is 
the only criterion to judge the members as belonging to SF, MF 
category and the President of the FSS is elected from amongst 
this class. But in,practice the members elected as President of 
FSS are having not only a minimum of five acres of land, but 
also sizeable income derived from other avenues such as business, 
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money-lending, etc.. They are dominating the activities of FSS. 
This trend was observed in FSS-B. Hence, the members of FSS 
who own five acres of land and derive a sizeable income from other 
sources should be disqualified for the post of President. Persons 
who reaily belong to SF category alone should be qualified to 
contests the elections for the presidentship of FSS. 


4. An unhealthy competition between the branches of the 
commercial banks/RRBs and FSS especially in lending to the 
weaker sections and deposit mobilisation be avoided. Since, the 
Bank branches have advantages of credit guarantee and. deposit 
insurance facility they naturally have an edge over the FSS in 
the area. Therefore, a sort of geographical demarcation as well 
as demographic distribution in the area has to be made. The 
State Government may help the FSS to get the credit guarantee 
support and deposit insurance facility on the lines provided to 
the Banks. 


5. Inorder to strengthen the internal resource base the 
urgent task before the FSS is to redirect their efforts to mobilise 
the deposits from the public. The members of the Board must 
set an example by depositing their funds in the FSS. In this 
task the financing Bank’s antipathy should be removed (as they 
have their own branches in the area). The stepmotherly attitude 
of the parent-bank in allowing the FSS to mobilise the deposits 
should be done away with. The experience of Kerala should be 
emulated by these FSS in deposit mobilisation. As in Kerala, 
the Government should provide financial assistance in the form 
of subsidy or deposit Government funds in the FSS to encourage 
deposit mobilisations. , 


6. In dispensing the various services to the members by the 
sponsoring Bank’s real interest matters much, We found in the 
course of our study that the DCC Bank’s leadership is only 
nominal. Іп respect of commercial bank, though real, in spite of 
providing sponsorship for the development of FSS, the Bank did 
not show sympathy to small farmers and tbe marginal farmers. 
In between these two extreme cases, we found that the TGB’s 
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leadership is commendable. Its interest is real and it is sympa- 
thetic to the SFs and the MFs which is evident from its advances 
to these categories. Therefore the future policy of financing of 
societies should be reserved to the ТОВ, Bellary, at least іп non- 
FSS areas. Itis disheartening to note that FSS-D was previ- 
ously in TGB, but it was ceded back to the DCC Bank in 1980-81 
owing to political pulls and pressuresexercised by the Directors and 
the President. "Economic interest of the members should carry 
more weight than political factors. Itis due to the absence of 
politics in FSS-H, which made it possible to bring the maximum 
‘number of SFs, MFs (94%) into its fold and give them a Бір cake 
(7595) of advances. 


7. Ап urgent need of the FSS in the distriot is the require- 
ment of Extension Staff. We found that deputed Government 
staff did not impress the FSS and what is needed is the persons 
really interested in the job of this kind in the rural areas, 
We recommend the appointment ,of diploma holders in Agri- 
cultural and Veterinary Sciences as Extension Staff in place of 
B. Sc. (Agri) B.V.S.C. graduates, because it entails lesssalary 
burden on the societies and they also suited for the rural 
„environment. : 


8. Regarding the customs service, the FSS can render this 
service meaningfully if the TGB Bellary establishes a tractor 
and implements service station at one or two places in the district 
“(ав it has been sponsoring 8 FSS); This will solve the problem of 
repairs of the sprayers, weeders, tractors, etc., of many of the FSS 
in the district. Further, we recommend that at least опе tractor 
may be maintained by each FSS so as, to help the SFs and the 
MFs who are unable to purchase the tractor or avail the services 
of a tractor of the big farmers оп hire basis: The Government may 
consider giving in some relief in vehicle tax either exempting the 
FSS for certain period or collecting tax at concessional rate. 


9. Considering the existing position of inadequate marketing 
facilities, the FSS may gradually build up storage facilities and 
„take up the marKeting of agricultural goods of their members, or 
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they may take up agency service for other cooperative market- 
ing organisations. The marketing scrvice is urgently felt in 4 
FSS (C, D, E and H) which are away from the business places 
and the farmers are also harassed by the middle men. Therefore, 
this service may be given top priority by the FSS. 


10. At present the scale of finance adopted by the FSS is 
inadequate, and there is a large credit gap between the actual 
expenses incurred and the credit given as рег scales of finance. 
Therefore the assessment of demand for credit in the area should 
be done on the basis of survey, not on the basis of rule of the 
thumb process. Further, the District Technical Council which 
is empowered to fix the scales, should have atleast one MD as 
the representative of the FSS in the District. 


11. A constant touch with the beneficiaries should. be main- 
tained by the management of the FSS and this will facilitate not 
only the required utilisation of credit but also the desired recovery 
ofloans. Further, the method of recovery adopted in Sangankal 
FSS (District : Bellary) may be emulated by other FSS whose re- 
covery is below 50 рег cent. The MD of Sangankal FSS does 
not harass the co-obligant but makes it obligatory on his part to 
inform the director or the FSS authorities the time of selling the 
products of the loanee so that the FSS's staff may follow up and 
recover the due easily. Owing to the adoption of this method 
of recovery of dues Sangankal FSS touched 83% recovery of 
loans during 1982-83. . 

12. Тһе role of the State Government should not end іп 
contributing Share Capital to the FSS. More effective and special 
interest should be taken especially by the district level officials 
ofthe Department of Co-operation, Agriculture, Animal Hus- 
bandry to provide all possible types of facilities to the members. 
It is due to thelack of co-operation and co-ordination among these 
Departments as well as with the FSS, the latter are unable to pro- 
vide all types of benefits to its members. For instance, in FSS-H 
area there is the problem of seepage of canal. It is reported by 
the MD that the enginzers of the PWD did not respond to his 
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letter and delayed the work for several months. Similarly, it is 
reported by the MD of FSS-E that there isa problem of frequent 
failure of electricity. When he wrote to the KEB authorities, 
there was no answer to his letter. Hence, the FSSs which are 
‘designed to help the weaker sections, need support by all the 
"agencies and Departments of the Government for effective func- 
. tioning. 
Specific Measures 
1. In-view of the scattered membership and villages, demo- 
graphic distribution in semi-arid hilly region, the present structure 
puts some strain on the functioning of FSS-D. In order to reduce 
the distance and consignment drudgery of the members, FSS-D 
should open up one more supply centre in the interior villages 
of its area. 


2. Тһе Consumers service at FSS-C and H should be started 
urgently in view of the long distance (30 kms) "between business 
places or taluk headquarters and the FSSs. Where such services 
are already taken up, it is necessary to provide not only controlled 
goods but also other essential commodities. 


3. More extensive efforts should be adopted for the deve- 
lopment of tank and well irrigation facilities in FSS-E and D 
areas in co-operation and collaboration with the concerned 
Government agencies as these areas depend largely on monsoons. 
The general backwardness in these areas is due (о absence or in 
sufficient irrigational facilities and hence this task should be taken 
up immediately. It will also create employment opportunities to 
* the agricultural labourers and landless labourers in the area. 


4. The BDCC Bank, Hospet, should evince more interest in 

-the supervision, guidance, direction and development of its FSS, 

The role of a sponsoring bank should not be limited to provide 

the services of MD and finance; it should support FSS constantly. 

Further, we recommend that it should depute well qualified and 

- experienced MD to its FSS, since its success rests on the dynamic 
personality of the MD, 
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5. We found that the recovery programme depends on the 
continous assistance of Sales Officers of the Cooperative Depart- 
ment. Тһе Department's argument that the societies could 
await the services of Sales Officers on deputation by bearing 50 
per cent of the total cost (emoluments inclusive of TA and DA) 
is not acceptable to the FSS. Therefore, the authorities con- 
cerned and financing banks would do well to join hands and 
devise ways and means to resolve this vital impediment through 
negotiations and consultations. Many of the impediments are 
mainly due to lack of proper co-ordination between the concerned 
Government bodies, financing banks and the FSS. The bureau- 
cratic intertia has been causing considerable impediment to the 
FSS in helping the weaker sections and getting the benefits of 
IRDP subsidy. There is a lack of understanding on the part of 
BDOs about the role of FSS in the implementation of IRDP. 
Unless BDO certifies the identified member, the IRDP authorities 
will not sanction the subsidy to the beneficiary. Owing to cum- 
bersome procedure-indordinate delay is caused in BDOs office in 
certifying the identified persons. In this regard we suggest that 
IRDP authorities should modify the cumbersome procedure and 
allow the FSS to draw subsidies on behalf of beneficiary members 
and hence urgent steps should be taken to co-ordinate the acti- . 
vities of the Government bodies, financing banks and FSS. 


6. In our field study, it is found that there is perceptable 
change in the attitude and living standard of the borrowers. 
The FSS have real impact on the beneficiaries by way of benefits 
given to them. But the some is not accruing to the non- 
borrowers as they face a number of handicaps. In this case we 
suggest that the MD of the FSS and the executive body should 
evolve a scheme to remove these handicaps and allow them to’ 
borrow from the FSS so that all the farmers in the area wili get 
the benefits from this innovative organisation, viz., FSS and 
improve their economic activities and thus increase their standard 
of living. 
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